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SECURITIES ACT OF 1933 
Release No. 5958/August 21, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15077/August 21, 1978 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20677/August 21, 1978 


TRUST INDENTURE ACT OF 1939 
Release No. 512/August 21, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10369/August 21, 1978 


INVESTMENT ADVISERS ACT OF 1978 
Release No. 637/August 21, 1978 


Petitions for Rulemaking 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rule. 
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SUMMARY: The Commission is amending its Rules of 
Practice (1) to state that petitions for rulemaking may 
include either the text or the substance of the proposed 
rule; and (2) to correct references to the procedures 
followed by the Secretary after receipt of a petition. 


EFFECTIVE DATE: Immediately. 
FOR FURTHER INFORMATION CONTACT: 


Myrna Siegel, Attorney, 

Office of the General Counsel 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549. 

(202) 755-4868 


SUPPLEMENTARY INFORMATION: Section 201.4(a) 
of the Commission’s Rules of Practice currently 
requires that a petition for rulemaking “shall include a 
statement setting forth the text of any proposed rule.” 
By establishing this procedure the Commission 
intended to prevent the submission of petitions which 
did not sufficiently articulate the type of action 
requested and might therefore receive inadequate 
consideration. While this rule has not been so strictly 
interpreted as to preciude the consideration of a 
petition which does not include the text of a proposed 
rule, this requirement has evoked at least one question 
and a petition for amendment. 


After considering the petition for an amendment to that 
section, the Commission has concluded that it would 
be appropriate for its current regulation to be amended. 
The legislative history of the Administrative Procedure 
Act (“APA”), 5 U.S.C. 551, et seq., indicates that 
Congress expected agencies to implement the Act with 
its own regulations. Therefore, the imposition of 
requirements on the submission of petitions is 
consistent with Congressional expectations. However, 
rulemaking petitions which are determined by the 
Commission to possibly warrant substantive action 
often require publication for public comment. The APA 
requirement applicable to the publication of notices of 
proposed rulemaking is that such notices must state 
“either the terms or substance of the proposed rule or a 
description of the subjects and issues involved.” 5 
U.S.C. 553(b)(3). 


Accordingly, the Commission has considered the 
matter and has determined that the submission of a 
proposed text is not a necessity. Petitions for 





“H. Rep. No. 1980 79th Cong. 2d Sess 22 (1946); S. Rep. 
No. 752 79th Cong. 1st Sess. 12(1945). 
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rulemaking which adequately describe the substance 
of the proposal would be sufficiently explanatory to 
insure that they will receive adequate consideration 
and would contain sufficient information to fulfill the 
publication requirements of the APA. 


In addition, Section 201.4(a) does not accurately 
describe the procedures which are currently followed 
by the Secretary after receipt of a petition. The section 
states that the Secretary transmits the petition to the 
Commission. In practice, the petition is transmitted to 
the appropriate Division or Office, which in turn 
prepares a recommendation which is then submitted to 
the Commission with the petition. The amended rule 
will reflect this procedure. 


Accordingly, 17 CFR Part 201 is amended by revising 
paragraph (a) of §201.4 to read as follows: 


§201.4 Issuance, amendment and repeal of rules of 
general application. 


(a) By Petition. Any person desiring the issuance, 
amendment or repeal of a rule of general application 
may file a petition therefor with the Secretary of the 
Commission. Such petition shall include a statement 
setting forth the text or the substance of any proposed 
rule or amendment desired or specifying the rule the 
repeal of which is desired and stating the nature of his 
interest and his reasons for seeking the issuance, 
amendment or repeal of the rule. The Secretary shall 
acknowledge receipt of the petition and refer it to the 
appropriate Division or Office for consideration and 
recommendation. Such recommendations are trans- 
mitted with the petition to the Commission for such 
action as the Commission deems appropriate. The 
Secretary shall notify the petitioner of the action taken 
by the Commission. 


* * 


The Commission finds that the foregoing action relates 
solely to rules of agency procedure or practice and, 
accordingly, that notice and prior publication for 
comment under the APA are unnecessary. See 5 U.S.C. 
553(b). 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES ACT OF 1933 
Release No. 5959/August 21, 1978 


Administrative Proceeding File No. 3-5218 
In the Matter of 


RISERS’ VENTURE MANAGEMENT CO., INC. 
10 East 45th Street 

New York, New York 

(24NY-8038) 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing a petition for review of the initial 
decision in these proceedings has expired. No such 
petition has been filed, and the Commission has not 
determined to review: the initial decision on its own 
initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with 
respect to Risers’ Venture Management Co., Inc. has 
become the finai decision of the Commission. The 
order contained in that decision permanently 
suspending the exemption from registration, pursuant 
to Regulation A under the Securities Act, of a proposed 
public offering of 100,000 shares of Risers’ common 
stock at $5.00 per share is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5960/August 23, 1978 


In the Matter of 
RETIREMENT PLAN OF SULLIVAN AND CROMWELL 


125 Broad Street 
New York, New York 10017 


(18-8) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTERESTS 
OR PARTICIPATIONS ISSUED IN CONNECTION WITH 
THE RETIREMENT PLAN OF SULLIVAN & CROM- 
WELL 


Sullivan & Cromwell, a law firm organized as a 
partnership under the laws of New York, filed an 
application on February 10, 1978, with an additional 
submission on July 13, 1978, for an exemption from 
the registration requirements of the Securities Act of 
1933 (“Act”) for interests or participations issued in 
connection with its Retirement Plan. 


On July 26, 1978, a notice was issued (Securities Act 
Release No. 5947) of the filing of the application. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the application is appopriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the Act, 
that interests or participations issued in connection 
with the Retirement Plan shall not be subject to the 
requirements of Section 5 of the Act effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF1933 
Release No. 5961/August 23, 1978 


in the Matter of 


BRYAN, CAVE, McPHEETERS & McROBERTS 
RETIREMENT PLAN 
500 North Broadway 
St. Louis, MO 63102 


(18-14) 
ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 


PROVISIONS OF SECTION 5 OF THE ACT INTERESTS 
OR PARTICIPATIONS ISSUED IN CONNECTION WITH 
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THE BRYAN, CAVE, McPHEETERS & McROBERTS 
RETIREMENT PLAN 


Bryan, Cave, McPheeters & McRoberts, a law firm 
organized as a partnership under the laws of Missouri, 
filed an application on October 12, 1977, with 
additional submissions on October 21, 1977, December 
27, 1977, February 28, 1978, and July 7, 1978, for an 
exemption from the registration requirements of the 
securities Act of 1933 (‘Act’) for interests or 
participations issued in connection with its Retirement 
Plan. 


On July 26, 1978, a notice was issued (Securities Act 
Release No. 5948) of the filing of the application. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the Act, 
that interests or participations issued in connection 
with the Bryan, Cave, McPheeters & McRoberts 
Retirement Plan shall not be subject to the 
requirements of Section 5 of the Act effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5962/August 24, 1978 


In the Matter of 

GIBSON, DUNN & CRUTCHER RETIREMENT PLAN 
515 South Flower Street 

Los Angeles, CA 90071 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
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PROVISIONS OF SECTION 5 OF THE ACT INTERESTS 
OR PARTICIPATIONS ISSUED IN CONNECTION WITH 
THE GIBSON, DUNN & CRUTCHER RETIREMENT | 
PLAN 


Gibson, Dunn & Crutcher, a law firm organized as a 
partnership under the laws of California, filed an 
application on January 15, 1978, with an additional 
submission on June 22, 1978, for an exemption from 
the registration requirements of the Securities Act of 
1933 (“Act”) for interests or participants issued in 
connection with its Retirement Plan. 


On June 28, 1978, a notice was issued (Securities Act 
Release No. 5952) of the filing of the application. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 3(a)(2) of the Act, 
that interests or participations issued in connection 
with the Gibson, Dunn & Crutcher Retirement Plan 
shall not be subject to the requirements of Section 5 of 
the Act effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15074/August 18, 1978 


SECO BROKERS AND DEALERS REPORTS AND 
ANNUAL ASSESSMENTS 


AGENCY: Securities and Exchange Commission. 


ACTION: Proposed form. 





SUMMARY: The Securities Exchange Act (the “Act”) 
authorizes the Commission to collect such reasonable 
fees and assessments as may be necessary to defray 
the costs of additional regulatory duties required to be 
performed with respect to registered broker-dealers 
who are not members of the National Association of 
Securities Dealers, Inc. (‘“nonmember” or “SECO” 
broker dealers). Pursuant to these Sections of the Act, 
the Commission has adopted Rule 15b9-2 to provide 
for annual assessments payable by those firms. This 
proposal deals with the adoption of Form SECO-4-78 
which would establish the levels for nonmember 
broker-dealer assessments for the current fiscal year. 


DATES: Comments must be received on or before: 
September 8, 1978. 


ADDRESSES: All submissions should refer to File 
S7-751 and be delivered in triplicate to George A. 
Fitzsimmons, Secretary, Room 892, at 500 North 
Capitol Street, Washington, D.C. 20549. Copies of all 
written submissions will be made available at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: Daniel 
Bateman, Division of Market Regulation, Room 501, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 
755-1300. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission has announced a proposal 
to adopt Form SECO-4-78 (17 CFR 249.5041) establish- 
ing the annual assessments payable to the 
Commission by non-member broker-dealers for the 
current fiscal year. The forms which set forth initial 
fees for a SECO broker-dealer and its associated 
persons, Form SECO-5 (17 CFR 249.505) and Form U-4 
(17 CFR 249.502), respectively, would not be 
changed. ! Under Rule 15b9-2 annual assessments are 
generally due on or before September 1 of the calendar 
year in which the assessments are established, 1978 in 
this instance. The Commission will not require the 
filing of Form SECO-4 or the payment of fees pursuant 
to Rule 15b9-2 until the new Form SECO-4-78 becomes 
effective. 


Proposed Form SECO-4-78 reflects a reduction in the 
gross income assessment from .2% to .17% for 
municipal securities transactions and from .25% to 





1The initial fee required to be paid by SECO broker- 
dealers is $500 and the fee to be paid on behalf of each 
associated person is $35. Additional fees are levied for 
the taking of qualifications examinations, when 
required. 


.21% for other OTC transactions, and retains the basic 
annual SECO firm and personnel assessments of $250 
and $5, respectively. 


The assessments are being reduced to adjust the 
anticipated revenues to more closely approximate the 
expected regulatory costs of the SECO program and to 
continue the Commission’s policy over the years of 
maintaining general comparability with the NASD’s 
fees and assessments. 


The Securities and Exchange Commission, pursuant to 
its authority under the Securities Exchange Act of 1934 
[15 U.S.C. 78a et seq., as amended by Pub. L. No. 
94-29 (June 4, 1975)] and particularly Sections 15(b)(7), 
15(b)(8) and 23(a) thereof, hereby proposes to amend 
Part 249 of Title 17 of the Code of Federal Regulations 
by adopting §249.5041 as follows: 


§249.5041 Form SECO-4-78, 1978 assess- 
ment and information form for registered 
brokers and dealers not members of a regis- 
tered national securities association. 


This form shall be filed on or before October 31, 1978, 
pursuant to §240.15b9-2 of this chapter, accompanied 
by the annual assessment fee required thereunder, for 
the fiscal year ended September 30, 1978, by every 
registered broker and dealer not a member of a regis- 
tered national securities association. 


Copies of the proposed form have been filed with the 
Office of the Federal Register, and additional copies 
are available on request from the Commission. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


Form SECO-4-78 appears on following two pages 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15075/August 18, 1978 


An order has been issued granting the application to 
withdraw the common stock (without par value) of 
Coachmen Industries, Inc. from listing and registration 
on the American Stock Exchange, Inc. 
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[[This Box For SEC Use Only | 
FORM SECO-4- 78 PAYMENT RECEIVED — 
To Be Filed On or Before october 31, 1978 Ke 
Receipt No. 
U.S. SECURITIES AND EXCHANGE COMMISSION Bank No. 
Washington, D.C. 20549 Check No. 
Date of Check 


—_—_____ 











1978 ASSESSMENT AND INFORMATION FORM 
FOR REGISTERED BROKERS AND DEALERS NOT MEMBERS 
OF A REGISTERED SECURITIES ASSOCIATION 


( submit original and three copies )( sce instructions on reverse side of form) 





1. Name of Broker or Dealer (/f an individual, give last, first, middle name ): 2. IRS Employer Ident. No. : 





3. Address of Principal Place of Business: 4. SEC File No.: 


NO. AND STREET city Z1P CODE 





{Submit addresses of all other offices on separate sheet) 
5. Assessment to defray costs of regulation pursuant tu Section 15(b)(8) of the Securities Fachange Act for the fiscal ycar ending September 30, ] 978 
(a) Basic assessment of $250 (or 125*) 
(b) Plus assessments for associated persons, including sole proprietors, partners and 
corporate officers, engaged directly or indirectly in securities activities during the 
fiscal year at any time in which the broker or dealer was a nonmember broker or dealer: 





Number of persons @ $5 ($2.50*) each __ - at Amount $ 
(c) Gross Income Assessment - (sec instruction 7 on reverse side) 
1) Gross securities income (except municipals) - 1977 9.21% 
2) Gross municipal securities income - 1977____@ .17% Amount §$ 
* See instruction 2 on reverse side TOTAL ASSESSMENT TO BE PAID [la)+(b)+(c)] $ 
6. Membership of Broker or Dealer in United States and Foreign Securities Exchanges (/.ist regular memberships only ): 








7. Principal Type of Securities Business Engaged in by Broker or Dealer (Check ONE): 
Exchange member primarily engaged in exchenge commission business (_} ' Limited partnership interests . 2. eee ee ecee 
Exchange member primarily engeged in Moor activities Broker or dealer selling oil and ges interests . . 


Broker or dealer in general securities business Put and call broker or dealer or option writer (non-exchange options) . . 


Broker or dealer selling securities of only one 


Mutual fund underwriter issuer or associated issuers (other than mutual! funds ) 


Mutual! fund distributor Broker or dealer selling church securities 

Broker or dealer selling varieble annuity contracts Govemment bond dealer (other than municipal) . 
Solicitor of savings and loan accounts Broker or dealer in municipal bonds 

Real estate syndicator and mortgage broker end banker Broker or desler in other securities business (Specify) 


Real estate condominium interests No securities business (Specify your type of business) 





1977 Gross Income 1977 Gross Income 


$ THOUSANDS $ THOUSANDS 
1. Underwriting and trading activities ~/ V 
(a) Gross income, fees, concessions, etc., from 
underwriting end selling group activities ....§ . Us iting or ing of variable contracts. . . 
() Principal trading of securities over the counter 2/$ 





0S ee 


8. Transactions in securities of non-profit organizati $ 





(c) Total of (a) and (b), if loss enter "NONE®.... $ 


2. Agency transactions and those reteil principal transactions 9. Distrigution of tex sheltered investments ....... = 
not reported in 1(b)--( include gross income from clearance 
and introduced accounts )1/ 
10. Writing, endorsing end selling options over the counter $ 


3. Private placements 11. Mergers and acquisitions .. 1°... eee eee ee eS 


4. Seles of mutual funds and contractual plans to the public 12. Gross income and fees from other investment benking 
(include “trail” commissions ) services 


$. Underwriting or sponsoring of investment company 13. Other 





(Specify)... 2.0% 
securities end contractual plens 


14, Municipal securities goss income 
fincledi 


6. Sales of variable contracts to the public g wading & 





L/ Other than those amounts to be reported in other categories. —4§, Total 1(c) through * Bos 


2/ Include profits or losses from valuation of trading inventor only if included in prior years. If unrealszea 
gains and losses were not reported in prior years, they are to be excluded from this report. 





Dated the day of Poe 








(Name of hip, sole 
or other commant 





sae 











(Manual signature of duly authori rincipal officer, general : 
partner, sole proprietor or managing nse t) (Title) 


SEC 110 17-77) 
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FORM SECO-4-78 
INSTRUCTIONS 


1. Brokers or dealers registered with the Commission as of August 15, 
1978, who were nonmember brokers or dealers for at least 45 days im 
mediately prior to that date or who were nonmember brokers or dealers 
for at least 90 days during the period beginning Oct. 1, 1977, and 
ending August 15,*1978, shall, on or before October 31, 1978, file 
Form SECO-4-78 and pay to the Commission a fee pursuant to Section 
15(b)(8) of the Securities Exchange Act of 1934 (the "Act") to defray 
certain costs of regulation for the fiscal year ending September 30, 
1978. The term "nonmember broker or dealer" is defined in paragraph 
(f)(2) of Rule 15b9-2. 


2. Rule 1569-2 provides that brokers or dealers who were nonmember brokers or dealers 
for less than 180 days during the period beginning Oct. 1, 1977 and ending August 15, 1978 
shall pay one-half the fees otherwise payable pursuant to Section 15(b)(8) for the fiscal year 
1978. 


3. Checks should be made payable to the “Securities and Exchange Commission” and 
mailed to the Office of the Compiroller, Securities and Exchange Commission, Washington, 
D.C. 20549. 


4. If the space provided for any answer is insufficient, the complete answer should be 
prepared on a separate shect which. should be attached to the form and identified as 
“Answer to Itecm___ tw.” 


5. Failure to include or file information required to be reported or the making of any false 
statements may result in the institution of administrative or civil proceedings. Moreover, 
intentional misstatements or omissions of material facts constitute federal criminal 
violations punishable by up to five years imprisonment and fines up to $10,000 for each 
offense. (See 18 U.S.C. 1001 and Section 32(a) of the Act. 


6. Willful nonpayment of feces prescribed by the Commission pursuant to its authority 
under Scction 15(b)(8) may result in the institution of disciplinary proceedings under 
Sections 15(b)(4) and 15(b)(5) of the Act. 


7. Each SECO broker-dealer subject to Rule 15b9-2 is to report gross income from over- 
the-counter transactions in corporate, state, municipal and other securitics forthe preceding 
calendar ycar. Please refer to Table A or your firm's FOCUS REPORT (4th Quarter) for 
1977 for assistance in computing such gross income. Gross income includes profits, 
commissions, surcharges, concessions, fees, allowances, discounts and reimbursements for 
expenses before the deduction of any expenses other than any commissions, concessions or 
other allowances paid to another member in connection with the execution or clearance of 
any transactions. Gross income dues not include interest and dividends. transaction fees, 
commissions derived from transactions executed on a national securities exchange or a 
foreign securities exchange and fees received solely for investment advisory services. Also 
excluded are profits and iosses Gerived io (1) transactions in which both the purchase and 
sale are executed outside the territorial limits of the United States, (2) transactions in 
exempted sccuritics as defined in Section 3(a}(12) of the Act, (3) transactions in 
commercial bank time certificates of deposit and commercial paper, which is defined to 
include drafts, bills of exchanee, and bankers acceptances having maturities at the time of 
issuance of not exceeding one year, and (4) transactions in securities which are clearly 
identified by the firm to be held specifically for investment pugposes as described in 
Section 1236 of the lnternal Revenue Code. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15076/August 18, 1978 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, New York 10041 


(SR-DTC-78-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 12, 1978, The Depository Trust Company 
(“DTC”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change to 
expand the existing interface between DTC and the 
New England Securities Depository Trust Company 
(“NESDTC”) by authorizing DTC to become a partici- 
pant in NESDTC. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14889, June 
23, 1978) and by publication in the Federal Register (43 
FR 28591, June 30, 1978). All written statements with 
respect to the proposed rule change which were filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered and (with 
the exception of those statements or communications 
which may be withheld from the public in accordance 
with the provisions of 5 U.S.C. §552) were made avail- 
able to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to regis- 
tered clearing agencies, and in particular, the require- 
ments of Section 17A. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15077/August 21, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5958/August 21, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15078/August 21, 1978 


An order has been issued granting the application to 
strike the common stock (par value 50 cents) of MDC 
Corporation from listing and registration on the 
American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15079/August 21, 1978 


In the Matter of 


DOMINION BANKSHARES CORPORATION 
Roanoke, Virginia 


(2-6845) 
Admin. Proc. File No. 3-5522 


ORDER INSTITUTING PROCEEDINGS PURSUANT TO 
SECTION 15(c)(4) OF THE SECURITIES EXCHANGE 
ACT OF 1934 AND FINDINGS AND ORDER OF THE 
COMMISSION 


The Commission deems it appropriate in the public 
interest that proceedings be instituted with respect to 
Dominion Bankshares Corporation (“Dominion”) pur- 
suant to the provisions of Section 15(c)(4) of the 
Securities Exchange Act of 1934 (“Exchange Act”) to 
determine whether certain filings by Dominion failed to 
comply in any material respect with provisions of 
Section 13(a) of the Exchange Act and Rules and Regu- 
lations promulgated thereunder concerning the 
reporting of a transaction between a wholly-owned 
subsidiary and certain officers and directors of 
Dominion and of the subsidiary, and two transactions 
involving officers of the subsidiary. Dominion has sub- 
mitted an offer of settlement for the purpose of dis- 





posing of the issues raised by these proceedings. 
» Under the terms of this offer of settlement, without 
admitting or denying any of the findings set forth in 
this order, Dominion consents to the Findings and 
Order of the Commission. 


FINDINGS 


THE COMMISSION FINDS THAT: 


Dominion filed with the Commission on Form 10-K a 
report for the year ending December 31, 1974, which 
failed in material respects to disclose certain trans- 
actions, namely: 


(1) In 1973 a wholly owned subsidiary of Dominion, 

Metropolitan Mortgage Fund, Inc. (“Metropoli- 
tan’), sold, at its cost of $279,000, without 
ascertaining market value, certain real estate to a 
partnership composed of persons related to Metro- 
politan and Dominion. At the time one of these persons 
was a senior vice president of Dominion, one was the 
president of Metropolitan, and two were vice presi- 
dents of Metropolitan. The chairman of the board of 
directors of Dominion, at the time, was a limited 
partner in the partnership. 


(2) In 1974 the persons who at the time were respec- 
tively president and executive vice president of Metro- 
politan, sold real estate to a developer at a personal 
profit of $266,000 and caused Metropolitan to finance 
the purchase of this property without disclosing their 
interest in the transaction to Metropolitan. The real 
estate had been purchased by the officers less than 
three months earlier. 


(3) In 1973, Metropolitan paid various non-business 
expenses of the then president and executive vice 
president of Metropolitan. The president of Metro- 
politan also devoted significant amounts of his 
business time and used Metropolitan personnel in 
connection with a business of his own, unrelated to 
Metropolitan. 


ORDER 


The Commission deems it appropriate in the public 
interest to hereby institute proceedings pursuant to 
Section 15(c)(4) of the Securities Exchange Act of 1934 
and simultaneously accept the Offer of Settlement and 
Consent of Dominion and accordingly hereby orders 
that Dominion file with the Commission on Form 8-K a 
report as to these transactions as attached to 
Dominion’s Offer of Settlement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITES EXCHANGE ACT OF 1934 
Release No. 15080/August 21, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 638/August 21, 1978 


In the Matter of 

DREXEL BURNHAM LAMBERT INCORPORATED 
(8-06161, 801-8441) 

Admin. Proc. File No. 3-5523 


ORDER INSTITUTING PROCEEDING, FINDINGS AND 
ORDER IMPOSING REMEDIAL SANCTIONS 


In connection with a proposed administrative pro- 
ceeding, DREXEL BURNAM LAMBERT INCOR- 
PORATED (“Registrant”) a broker-dealer registered 
with the Commission pursuant to Section 15(b) of the 
Securities Exchange Act of 1934 (“Exchange Act”), and 
an investment adviser registered pursuant to Section 
203(c) of the Investment Advisers Act of 1940 
(“Advisers Act”), solely for the purpose of this pro- 
ceeding, has submitted an Offer of Settlement which 
the Commission has determined to accept. Without 
admitting or denying the findings herein, Registrant 
consents to the findings and sanction set forth below. 


Accordingly, IT 1S ORDERED that a proceeding 
pursuant to Sections 15(b) and 19(h) of the Exchange 
Act and Section 203(e) of the Advisers Act be, and it 
hereby is, instituted. 


On the basis of this Order for Proceeding and the Offer 
of Settlement submitted by the Registrant, it is found 
that Registrant willfully violated Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 promulgated thereunder 
in its participation in the offer and sale in 1974 of 
securities in the form of limited partnership interests in 
two oil and gas drilling programs, namely Equity 
Monroe Associates F-403 and Equity Monroe Partners 
F-409. In connection with the preparation and dissemi- 
nation of offering memoranda employed in the offer 
and sale of such securities, Registrant failed to make 
reasonable investigation under the circumstances of 
the information provided by the sponsor of the oil and 
gas programs and others; as a result, misrepre- 
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sentations of material facts were made to investors and 
material facts were not disclosed to investors. 


IV 


The Commission has taken into consideration the 
following mitigating factors asserted by the Registrant 
in determining an appropriate sanction: (1) After the 
sponsor failed to comply with its obligations, Regis- 
trant undertook to complete and operate the wells. 
(2) Registrant at its expense assisted investors in 
enforcing their legal rights in the drilling programs. 
(3) When it was determined that the sponsor had 
diverted substantial funds from the drilling programs, 
Registrant expended over $490,000 in purchasing the 
investors’ interest in the partnerships in order to make 
each investor whole on an after-tax basis. (4) Regis- 
trant has reviewed its procedures relating to reasonable 
investigation of issuers of tax shelter programs and 
has adopted procedures to assist it in verifying infor- 
mation relating to material facts necessary to permit 
investors to make informed investment decisions con- 
cerning such programs. 


V 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settle- 
ment. 


vi 


Accordingly, IT IS ORDERED, effective as of the date 
of this Order, that Drexel Burnham Lambert Incor- 
porated be, and hereby is, censured. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15081/August 21, 1978 


File No. SR-CBOE-78-23 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, INC. 
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The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on July 28, 1978 a proposed rule 
change under Rule 19b-4 to rescind the competitive © 
bidding system for making Board Broker appointments ~ 
on the CBOE and establish a system where a CBOE 
employee called an Order Book Official would handle 
the public limit order book and perform related 
activities in place of a member of the CBOE acting as a 
Board Broker who now performs these functions. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 21, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-78-23. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15082/August 22, 1978 


In the Matter of 


BURDOX, INC. 
Admin. Proc. File No. 3-5510 





APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Sept. 11, 1978 to 
request a hearing on an application by Burdox, Inc. 
(“Applicant”), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting Applicant from the provisions of Sections 
13 and 15(d) of that Act. 


The Applicant, which became a wholly-owned 
subsidiary of Gas Accumulator Corporation on April 
27, 1978, no longer has any publicly held securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15083/August 22, 1978 


In the Matter of 


HARTE-HANKS SOUTHERN COMMUNICATIONS, 
INC. 


Admin. Proc. File No. 3-5450 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until September 11, 
1978 to request a hearing on an application by Harte- 
Hanks Southern Communications, Inc. for an order 
exempting it from filing the form 10-K for the fiscal 
year ending December 31, 1978, the interim Forms 
10-Q, and all other reports as otherwise required by 
Section 15(d) of the Securities Exchange Act of 1934 
and Rules 15d-1 and 15d-13 thereunder. 


On July 31, 1978, Harte-Hanks Southern Communi- 
cations, Inc., a wholly-owned subsidiary of Harte- 
Hanks Communications, Inc. issued 8% Guaranteed 
Installment Notes Due 1988 pursuant to a Plan of 
Merger in exchange for the stock of Southern Broad- 
casting Company. As a result of this merger, Southern 
Broadcasting Company is now a wholly-owned 
subsidiary of Harte-Hanks Southern Communications, 
Inc., which in turn is a wholly-owned subsidiary of 
Harte-Hanks Communications, Inc. The parent 
company, Harte-Hanks Communications, Inc., is a 
reporting company under the Securities Exchange Act 
of 1934. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15084/August 24, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act”) the single ten day sus- 
pension of exchange and over-the-counter trading for 
the period commencing at 1:50 p.m. (EDT) on August 
24, 1978 and terminating at midnight (EDT) on 
September 2, 1978 of the securities of the following 
issuers which have failed to file with the Commission 
the indicated reports: 


API TRUST, New York, New York. Form 
10-K annual report for year ended March 31, 
1978 and Form 10-Q quarterly report for 
quarter ended June 30, 1978; 


NOVO CORP., New York, New York. Form 
10-K annual report for year ended December 
31, 1977 and Form 10-Q quarterly reports for 
quarters ended March 31, 1978 and June 30, 
1978; 


SCHICK INC., Westport, Connecticut. Form 
10-K annual report for year ended February 
28, 1978 and Form 10-Q quarterly report for 
quarter ended May 31, 1978 and 


SHERINDA INTERNATIONAL, INC., Sun 
Valley, California. Form 10-K annual report 
for year ended March 31, 1978 and Form 
10-Q quarterly report for quarter ended June 
30, 1978, 


resulting in the lack of adequate and accurate public 
information about the companies’ operations and 
financial condition. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any infor- 
mation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
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and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITES EXCHANGE ACT OF 1934 
Release No. 15085/August 24, 1978 


(File No. SR-OCC-78-6) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 


The Options Clearing Corporation submitted on 
August 21, 1978, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, 
modifying its procedures for liquidating open positions 
in the accounts of suspended clearing members. 


Publication of the submission is expected to be made 
in the Federal Register during ‘the week of August 28, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-78-6. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15086/August 24, 1978 


(File No. SR-OCC-78-5) 
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NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 


The Options Clearing Corporation (“OCC”) submitted 
on August 21, 1978, a proposed rule change, pursuant 
to Rule 19b-4 under the Securities Exchange Act of 
1934, concerning clearing members financial require- 
ments and improvements in OCC’s early warning 
system. In addition, the proposed rule change would 
enable OCC to place certain operational restrictions on 
clearing members who are in or approaching financial 
or operational difficulties. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 28, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-78-5. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20675/August 18, 1978 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Dallas, Texas 


(70-5892) 





. ORDER AUTHORIZING PROPOSED AMENDMENT OF 
EMPLOYEE STOCK OWNERSHIP PLAN AND 
ISSUANCE AND SALE OF COMMON STOCK 
THERETO AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING 


Central and South West Corporation (“CSW”), a regis- 
tered holding company, has filed post-effective 
amendments to its application-declaration, as 
amended, previously filed with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 20(a) 
and 50 promulgated.thereunder, regarding the 
following proposed transaction. 


By order of the Commission dated October 8, 1976, 
(HCAR No. 19710) CSW was authorized to establish, 
effective January 1, 1975, an employee stock owner- 
ship plan (the “Plan”) pursuant to the terms of the 
Federal Tax Reduction Act of 1975 (“Tax Act”). The 
Pian was established for the benefit of CSW and its 
direct and indirect subsidiaries, Central Power and 
Light Company, Central and South West Services, Inc., 
Public Service Company of Oklahoma, Transok Pipe 
Line Company, Southwestern Electric Power Company 
and West Texas Utilities Company. CSW was also 
authorized to issue and sell not to exceed 350,000 
shares of its authorized and unissued Common Stock, 
par value $3.50 per share. As of June 1, 1978, CSW 
states that it had issued and sold pursuant to the Plan 
219,687 shares of its Common Stock. 


CSW now proposes to amend its Plan, effective 
January 1, 1977, to take advantage of a further invest- 
ment tax credit allowed by the Tax Act. A further 
investment tax credit is available, which is currently 2 
of 1%, if CSW contributes an additional amount to the 
Plan equal to contributions to the Plan by participating 
employees. Aggregate participating employee contri- 
butions will be limited to the % of 1% additional 
investment tax credit deductable on CSW’s 
consolidated tax return with individual contributions 
limited to 6% of non-deferred compensation with a 
maximum individual contribution of $6,000. Other than 
amendments necessary to allow employee contri- 
butions and CSW matching contributions there are no 
major changes in the Plan as previously approved by 
the Commission. 


Under the Plan, a Trust has been established to hold 
the stock shares for the benefit of the employees of the 
participating companies. CSW now requests authori- 
zation to issue and sell to the Trust 1,650,000 shares of 
its authorized and unissued common stock, par value 
$3.50 per share (“Additional Shares”) in addition to the 
350,000 shares previously authorized. The Additional 
Shares are estimated to be sufficient to account for the 
total CSW and matching employee contributions to be 
made for the 1977 and 1978 tax years and also for other 


purchases by the Trustee through December 31, 1979. 
The exact number of Additional Shares to be issued 
and sold to the Trust will be determined by dividing the 
amount of the additional 1% of investment tax credit 
and the 1% credit pursuant to the employee contri- 
butions and employer matching contributions for the 
years 1977 and 1978, respectively, by the average 
closing price of CSW’s Common Stock as reported on 
the New York Stock Exchange composite transactions 
for the twenty consecutive trading days immediately 
preceding the date of issuance of such Additional 
Shares. 


Based on CSW System’s estimated qualifying property 
additions for 1977 and for 1978 and assuming 
maximum participation by employees, CSW estimates 
that the additional investment tax credit for both years 
would be approximately $15,600,000. In addition, 
$5,000,000 of employee contributions will be used to 
purchase CSW Common Stock, resulting in a total of 
$20,600,000. Assuming that the purchase price for the 
CSW Common Stock were $16.00 per share, a total of 
approximately 1,287,500 Additional Shares would be 
issued. If the purchase price were $13.00 per share, a 
total of 1,584,615 Additional Shares would be issued. 
The 1,584,615 shares added to the 350,000 shares 
previously authorized results in a total of 1,934,615 
shares. CSW believes that the requested authorization 
for the Additional Shares, in addition to those pre- 
viously authorized, is necessary to afford adequate 
leeway for the purchase of Additional Shares by the 
Trust in accordance with the Plan and for periodic 
purchases of Additional Shares with funds generated 
from dividends paid on shares held by the Trust. 


CSW requests an exception from the competitive 
bidding requirements of Rule 50 pursuant to sub- 
paragraph (a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$70,000, including $7,500 in legal fees and $35,000, in 
Trustee fees. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration, as amended, had 
been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act ((HCAR No. 20631), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application- 
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declaration, as further amended by said post-effective 
amendments, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20676/August 18, 1978 


in the Matter of 


NEW ORLEANS PUBLIC SERVICE, INC. 
317 Baronne Street 
New Orleans, Louisiana 70160 


(70-6199) 


NOTICE OF PROPOSAL TO ISSUE SHORT-TERM 
NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that New Orleans Public 
Service, Inc. (“NOPSI”), a wholly owned subsidiary of 
Middle South Utilities, Inc., a registered holding 
company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act”), designating Sections 6 
and 7 of the Act and Rule 50(a)(2) promulgated there- 
under as applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


NOPSI proposes to issue and sell short-term securities 
in the form of promissory notes (“Notes”) to various 
commercial banks from time to time through December 
31, 1979, to meet its interim financing requirements. 
The maximum aggregate principal amount of Notes 
outstanding at any one time shall not exceed the lesser 
of $20,000,000 or 10% of NOPSI’s capitalization, which 
is the maximum amount of unsecured borrowings per- 
missible under the provisions of NOPSI’s Restated 
Articles of Incorporation without the consent of the 
preferred shareholders. Applying this formula to 
NOPSI’s capitalization at June 30, 1978, including 
$10,000,000 of First Mortgage Bonds, 314% Series due 
1978, an aggregate principal amount of $22,005,701 of 
promissory notes would be issuable. The maximum 
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amount proposed herein will not be increased without 
the filing by NOPSI of a post-effective amendmen‘ 
hereto notifying the Commission of any such increase 
and the issuance by the Commission of a further order 
with respect thereto. 


NOPSI’s current construction program is expected to 
result in expenditures of approximately $25,000,000 in 
1978 and $26,750,000 in 1979. Additionally, it is 
anticipated that during 1979 NOPSI will be required to 
provide about $4,600,000 as prepaid rent to the City of 
New Orleans to be used by the City for the purchase of 
new fare boxes for NOPSI’s transit vehicles and 185 
new buses. The net proceeds to be received by NOPSI 
from the issuance and sale of the Notes will be applied 
principally to NOPSI’s construction program, to the 
prepayment of the aforesaid rent and to the payment at 
maturity of $10,000,000 aggregate principal amount of 
its First Mortgage Bonds, 31% % Series due October 1, 
1978. As the Notes mature, they will be renewed (but to 
mature not later than September 30, 1980) or repaid out 
of funds then available to NOPSI from its operations or 
derived from the issuance and sale of long-term debt. 
NOPSI presently contemplates that permanent 
financing will be undertaken in the last quarter of 1978. 


The Notes would be in the form of unsecured promis- 
sory ntoes customarily used by the lending banks. 
NOPSI presently has outstanding $4,000,000 in 
aggregate principal amount of unsecured notes con- 
sisting of a $2,000,000 note held by the Hibernia 
National Bank in New Orleans and a $2,000,000 note 
held by the First National Bank of Commerce in New 
Orleans. Both of these notes mature on or before 
October 18, 1978, bear interest at the rate of 9% per 
annum and are prepayable in whole or in part at any 
time without premium. The Notes would be issued by 
NOPSI to the banks listed beiow in aggregate amounts 
not to exceed the maximum amounts listed below, 
would be due not more than nine months from date of 
issuance, bear interest at the prime commercial bank 
rate in effect at the lending bank at the time of issuance 
or renewal, and be prepayable in whole or in part at any 
time without premium: 


Table appears at right 


Accounts are maintained with the above-mentioned 
banks, from whom borrowings are proposed to be 
made, and, although balances in some of these 
accounts may be deemed to be compensating 
balances, these accounts are working accounts and 
fluctuations in their balances do not reflect or depend 
upon fluctuations in the amounts of bank loans 
outstanding. NOPSI does not have any commitments 
to maintain compensating balances with the above 
banks and no commitment fee is involved for any of the 
proposed borrowings. 





Present 
Loans 


Whitney National Bank of 
New Orleans 


Hibernia National Bank in 
New Orleans 


First National Bank of 
Commerce in New Orleans 


National American Bank of 
New Orleans 


The Chase Manhattan Bank 
(N.A.) 


Total 


The fees, commissions and expenses to be incurred in 
connection with the proposed transactions are 
estimated to be less than $4,000. It is stated that no 
state or federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 12, 1978, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of such service (by affidavit or, in the case of an at- 
torney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


Proposed 
Maximum Maximum 
Additional Loans to be 
Loans Outstanding 


$ 8,100,000 $ 8,100,000 


1,500,000 3,500,000 


1,000,000 3,000,000 


2,400,000 2,400,000 


3,000,000 3,000,000 


$16,000,000 $20,000,000 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20677 /August 21, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5958/August 21, 1978 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20678/August 21, 1978 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


(70-6187) 
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ORDER AUTHORIZING SALE OF UTILITY ASSETS 


Ohio Power Company (“Ohio Power”), an electric 
utility subsidiary company of American Electric Power 
Company, Inc. (“AEP”), a registered holding company, 
has filed with this Commission a declaration pursuant 
to Section 12(d) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 44 promulgated there- 
under concerning the following proposed transaction. 


Ohio Power proposes to sell to Ashland Oil Company 
(“Ashland”), which is not affiliated with either Ohio 
Power or AEP, a certain step-down transformer instal- 
lation and appurtenant rights located in Canton, Ohio 
(Stark County). The installation was constructed by 
Ohio Power for the sole purpose of serving Ashland. 
Under the present service contract Ashland has the 
right to select a tariff other than that specified in the 
contract if Ashland deems an alternate tariff to be more 
favorable. Ashland has selected a tariff the application 
of which depends upon Ashland’s owning its own 
transiormer facilities. 


The facilities to be sold include a 69/12/4 KV step- 
down transformer installation, two 12/16/20 MVA 
transformers, one 69 KV oil circuit breaker, and 
associated equipment, together with appurtenant land 
rights. The proposed sales price for the installation is 
$381,895, which is equal to current reproduction cost 
less depreciation. The original cost of the installation 
was $196,165, and the original cost less book depreci- 
ation is $165,361. The proposed sales price for the 
appurtenant rights is $986. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,300. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20640), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


688/SEC DOCKET 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20679/August 22, 1978 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6185) 


ORDER AUTHORIZING CONSOLIDATION OF NUC- 
LEAR FUEL ARRANGEMENTS 


Arkansas Power & Light Company (“Arkansas”), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed an appli- 
cation and an amendment thereto with this 
Commission pursuant to Sections 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 (“Act”) as 
applicable to the proposed transaction. 


Pursuant to authorization of this Commission (HCAR 
No. 18442, June 4, 1974, and HCAR No. 19370, 
February 3, 1976), Arkansas entered on June 25, 1974, 
into a lease (“Original Lease”) with Southwest Fuel 
Company (“Fuel Company”) under which Arkansas 
leases from the Fuel Company nuclear fuel, including 
facilities incident to its use, which is used to satisfy 
the fuel requirements for Unit No. 1 of Arkansas 
Nuclear One (“Unit No. 1”), located near Russellville, 
Arkansas. 


In addition, pursuant to authorization of the 
Commission (HCAR No. 19447, March 26, 1976; HCAR 
No. 20231, October 27, 1977, and HCAR No. 20304, 
December 8, 1977), Arkansas entered on April 6, 1976, 
into a lease with Razorback Nuclear Properties, Inc. 
(“Razorback”) under which Arkansas leases from 
Razorback nuclear fuel, including facilities incident to 
its use (“Razorback Nuclear Fuel”), which is used to 
satisfy the fuel requirements for Unit No. 2 of Arkansas 
Nuclear One (“Unit No. 2”). 


In order to consolidate the arrangements whereby 
Arkansas leases nuclear fuel, including facilities inci- 
dent to its use (“Nuclear Fuel”), for Unit No. 1 and Unit 
No. 2, Arkansas proposes to terminate the Razorback 
Lease and cause title in the Razorback Nuclear Fuel to 
vest with the Fuel Company. Arkansas understands 
that Razorback will consent to the arrangements 





necessary to cause such transfer of title to the Fuel 
Company. On a date which shall be set by Arkansas for 
settlement of termination (“Termination Settlement 
Date”), the Fuel Company shall purchase the Razor- 
back Nuclear Fuel from Razorback, or Arkansas shall 
purchase the Razorback Nuclear Fuel from Razorback 
and sell it to the Fuel Company, at a purchase price 
equal to the sum of the Stipulated Loss Value, as 
defined in the Razorback Lease, of the Razorback 
Nuclear Fuel plus the Termination Rent, as defined in 
the Razorback Lease, both computed as of the day of 
purchase. Upon consummation of the purchase, all 
obligations of Arkansas under the Razorback Lease will 
terminate. Arkansas understands that upon the termi- 
nation of such obligations of Arkansas, Razorback will 
terminate its related credit arrangements with a group 
of commercial banks under a credit agreement dated as 
of April 6, 1976 (“Razorback Credit Agreement”). As 
required by the Razorback Lease, Arkansas would 
provide Razorback with its consent to such termi- 
nation. The amounts of the Stipulated Loss Value and 
the Termination Rent at June 30, 1978, were 
approximately $43,000,000 and $-0-, respectively. 


Under the terms of the Original Lease as it is proposed 
to be restated and amended (“Lease”), the Fuel 
Company will make additional payments to suppliers, 
processors and manufacturers necessary to carry out 
the terms of Arkansas’ contracts for Nuclear Fuel for 
Unit No. 1 and Unit No. 2 or Arkansas will make such 
payments and will be reimbursed by the Fuel 
Company; the Fuel Company may also make payments 
to future suppliers of Nuclear Fuel for Unit No. 1 or 
Unit No. 2 or Arkansas will make such payments, 
subject to reimbursement by the Fuel Company. The 
maximum commitment of the Fuel Company to make 
payments for Nuclear Fuel is $99,000,000 at any one 
time outstanding. 


Under the Lease, Arkansas will be responsible for 
operating, maintaining, repairing, replacing and 
insuring the Nuclear Fuel and for paying all taxes and 
costs arising out of the ownership, possession or use 
thereof. The initial term of the Lease will be through 
September 1, 1982; on September 1, 1979, and on each 
succeeding September 1 the three year balance will be 
extended for one year, unless either party gives prior 
written notice of termination, up to September 1, 2018. 


Lease payments will commence with the term of the 
Lease; they will be payable quarterly. These payments 
will include (A) a quarterly lease charge, which will 
represent an administrative charge of 1/8 of 1% per 
annum of the Stipulated Loss Value, as defined in the 
Lease, payable by the Fuel Company to its parent, 
Broad Street Contract Services, Inc. (“BSC”), and other 
allocated operational costs of the Fuel Company and 
(B) a burn-up charge equal to the cost of the Nuclear 
Fuel consumed while the Nuclear Fuel is in the 


reactors and producing heat. When the Nuclear Fuel, 
or a portion thereof, is not in a reactor and producing 
heat Arkansas may elect to capitalize quarterly lease 
charges or daily portions thereof on the portion of the 
nuclear fuel not producing heat so long as the amount 
of credit still available to the Fuel Company under the 
Credit Agreement referred to below exceeds the sum of 
the Stipulated Loss Value of the Nuclear Fuel, the 
amount of such charges and $1,000,000. Arkansas may 
consequently, subject to the foregoing limitation, 
defer rental payments on any portion of the Nuclear 
Fuel until those times during commercial operation 
when that portion of the Nuclear Fuel is in a reactor 
and producing heat in the production of electric 
energy. 


Arkansas may terminate the Lease at any time. The 
Fuel Company may terminate the Lease under certain 
circumstances, including, among others, if it becomes 
subject to certain adverse rules, regulations or 
declarations with respect to its status or the conduct of 
its business, if there is a nuclear incident of sufficient 
magnitude, and by notice of a desire not to renew the 
Lease on September 1, 1979, and any subsequent 
September 1 followed by the lapse of the remaining 
term. Upon the occurrence of any event of termination 
as defined in the Lease (“Event of Termination”) title to 
the Nuclear Fuel shall automatically be transferred to 
Arkansas. Within 120 days, but not less than 90 days 
after notice of termination, Arkansas will be 
unconditionally obligated to purchase the Nuclear Fuel 
from the Fuel Company at a purchase price equal to the 
sum of the Stipulated Loss Value of the Nuclear Fuel 
plus the Termination Rent, as defined in the Lease, 
both computed as of the day of purchase. Upon 
consummation of such purchase, all obligations of 
Arkansas under the Lease will terminate. 


The Fuel Company will receive alternative termination 
rights upon certain events of default as defined in the 
Lease (“Events of Default”). Upon the occurrence of an 
Event of Default the Fuel Company may (a) treat the 
Event of Default as an Event of Termination with the 
results specified in the preceding paragraph and 
proceed at law or in equity for enforcement of the 
applicable provisions of the Lease or for damages, 
and/or (b) it may terminate the Lease. If it terminates 
the Lease, Arkansas’ interest in the Nuclear Fuel will 
terminate and the Fuel Company may take possession 
of the Nuclear Fuel and sell it. In the event of such a 
termination, the Fuel Company may recover from 
Arkansas damages and expenses resulting from the 
breach of the Lease, all accrued and unpaid amounts 
owed to it be Arkansas, and liquidated damages. 


Arkansas proposes to continue its practice under the 
Original Lease and the Razorback Lease by charging 
the rent under the Lease to fuel expense and 
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accounting for the transaction as a lease rather than a 
purchase. 


Under the terms of the Lease the amount of the 
quarterly lease payments by Arkansas will be measured 
by, among other things, the amount of costs incurred 
by the Fuel Company in connection with its acquisition 
of the Nuclear Fuel. The Fuel Company has advised 
Arkansas that it will finance its obligations under the 
Lease by entering into a $100,000,000 credit agreement 
(“Credit Agreement”) with Bank of America National 
Trust and Savings Association (“Bank”), a commercial 
bank, and Southwest Contracts, Inc. (“Southwest”). In 
addition, the Fuel Company has advised Arkansas that 
simultaneously with entering into the Credit 
Agreement it will terminate its credit arrangements 
with Security Pacific National Bank under a credit 
agreement dated June 25, 1974 (“Security Pacific 
Credit Agreement”). As required by the Original Lease, 
Arkansas would provide the Fuel Company with its 
consent to such termination. As required by the Lease, 
Arkansas would approve of the entry into the Credit 
Agreement by the Fuel Company. 


Southwest is a Delaware corporation which is a wholly- 
owned subsidiary of BSC Holdings, Inc. (“Holdings”). 
Holdings, like BSC, which wholly owns the Fuel 
Company, is a Delaware corporation engaged with its 
other subsidiaries in a general leasing business. 
Holdings and BSC are both owned by a partnership 


composed of partners who are also partners of Gold- 
man, Sachs & Co., an investment banking firm. It is 
stated that neither Holdings or BSC, their respective 
subsidiaries, including Southwest and the Fuel 
Company, Goldman, Sachs & Co. nor any persons 
affiliated with any of these companies are affiliated 
with Arkansas or any of its affiliated companies. 


Under the Credit Agreement Southwest would issue its 
commercial paper the proceeds of which, to the extent 
not required to pay its maturing commercial paper, will 
be advanced to the Fuel Company to permit the Fuel 
Company to meet its obligations under the Lease or to 
repay revolving credit loans (“Revolving Credit Loans”) 
from the Bank. The Bank will be unconditionally 
committed to make loans (“Refunding Loans”) to 
Southwest in an amount equal to the face amount of 
matured commercial paper for the payment of which 
funds are not otherwise available to Southwest. All 
obligations of Southwest to the Bank (including the 
obligations to repay Refunding Loans) will be guaran- 
teed by the Fuel Company. In addition, the Fuel 
Company will be jointly and severally liable for all fees 
and other amounts owed to the Bank, and will agree to 
reimburse Southwest for discounts and commissions 
incurred by Southwest in connection with the sale of 
its commercial paper, for all taxes, governmental 
charges and assessments of Southwest and for 
administrative expenses of Southwest. Goldman, 
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Sachs & Co. would use its best efforts to sell the 
commercial paper at the best rate available (which rate 
will include a 1/8% per annum dealer discount) 
consistent with prudent marketing considerations. 
Morgan Guaranty Trust Company of New York 
(“Depositary”), a commercial bank, will act as issuing 
agent for Southwest’s commercial paper. 


Under the Credit Agreement, the Fuel Company could 
also obtain Revolving Credit Loans from the Bank to be 
evidenced by the Fuel Company’s promissory note 
(“Revolving Credit Note”). Refunding Loans which are 
not repaid on the same day when made will auto- 
matically become Revolving Credit Loans and also be 
evidenced by the Revolving Credit Note. The Credit 
Agreement will have an initial term extending through 
December 1, 1982; it will be extended for one year on 
December 1, 1979, and on each succeeding December 
1, unless either party has given prior notice of 
termination, up to December 1, 2018. 


In consideration for the Bank’s commitment to make 
loans to the Fuel Company and Southwest (col- 
lectively, the “Companies”), the Companies will pay to 
the Bank a quarterly commitment fee equal to %2 of 1% 
per annum of the excess of (i) the Bank’s loan 
commitment under the Credit Agreement (initially 
$100,000,000) over (ii) the average daily amount of 
Revolving Credit Loans outstanding during each 
quarter, and will also pay to the Bank a quarterly avail- 
ability fee equal to % of 1% per annum of the average 
daily face amount of all commercial paper of South- 
west outstanding during each quarter. The Fuel 
Company and Southwest will be jointly and severally 
obligated to pay the commitment fee and the avail- 
ability fee. 


Each Revolving Credit Loan will bear interest 
(computed on the basis of a 360-day year) from its date 
on its unpaid principal amount, payable quarterly and 
at maturity, at a rate per annum equal to the greater of 
(i) 120% of the sum of (x) the lending rate announced 
by the Bank from time to time for 90-day commercial 
loans to its largest and most credit-worthy customers 
and (y) % of 1%, and (ii) the sum of (x) the secondary 
market bid rate as determined by the Bank from time to 
time for certificates of deposit of a principal amount 
equivalent to all outstanding Revolving Credit Loans 
having a maturity of 90 days and (y) 1%. Interest on 
overdue principal and, to the extent permitted by appli- 
cable law, on any overdue interest, from the due date 
thereof, until the obligation of the Fuel Company to the 
Bank with respect thereto is discharged, will be at the 
rate per annum equal to the greater of (i) 122% of the 
sum of (x) the lending rate announced by the Bank 
from time to time for 90-day commercial loans to its 
largest and most credit-worthy customers and (y) % of 
1%, and (ii) (x) the secondary market bid rate as deter- 
mined by the Bank from time to time for certificates of 





deposit of principal amount equivalent to all out- 
standing Revolving Credit Loans and having a maturity 
of 90 days and (y) 3%. 


The aggregate amount outstanding on the Fuel 
Company’s Revolving Credit Note and of Southwest’s 
commercial paper at any time outstanding will not 
exceed the maximum credit limit under the Credit 
Agreement. 


Based upon the pricing terms of the Credit Agreement, 
Arkansas states that the Fuel Company will have a 
lower effective cost of money under the Credit Agree- 
ment than it has under the Security Pacific Credit 
Agreement and than Razorback has under the Razor- 
back Credit Agreement. Arkansas estimates that the 
annual net after tax cost of leasing nuclear fuel will be 
4.56%. 


Arkansas has been advised by the Fuel Company that 
the Bank will receive an assignment of the rents and 
certain other obligations under the Lease as security 
for the Bank’s loans under the Credit Agreement. The 
Fuel Company also has advised that the Bank and 
Southwest will receive a security interest in the Nuclear 
Fuel. Arkansas will agree in the Lease to acknowledge 
notice of the assignment and granting of a security 
interest by an instrument. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are esti- 
mated at $60,000 including legal fees of $55,000. It is 
stated that no state or federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction, except that the Nuclear Regulatory 
Commission has licensing and regulatory jurisdiction 
over the ownership, possession, storage and handling 
of the Nuclear Fuel. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20648), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted 
effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20680/August 22, 1978 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-5703) 


ORDER AUTHORIZING REQUEST FOR INCREASED 
OIL AND GAS EXPLORATION AND DEVELOPMENT 
AUTHORIZATION 


Southwestern Electric Power Company (“SWEPCO”), 
an electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company, 
has filed post-effective amendments to its application- 
declaration, as amended, previously filed with this 
Commission, pursuant to Sections 6, 7, 9 and 10 of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 50, promulgated thereunder, regarding the 
following proposed transaction. 


By order dated February 21, 1978 (HCAR No. 20416), 
the Commission granted SWEPCO generai authority 
for the acquisition through December 31, 1978, of 
interests relating to fuel exploration and development 
activities, to the extent of $11,103,853. The approxi- 
mate allocation of this amount was $3,067,500 for 
SWEPCO’s wholly owned oil and gas_ interests, 
$2,776,353 for its wholly owned Texas and Louisiana 
lignite interests and $5,260,000 for lignite, coal and 
uranium interests in which SWEPCO has a 30% 
interest as tenant-in-common with the other operating 
subsidiaries of CSW. 


SWEPCO states that from January 1, 1978, through 
May 31, 1978, it added 251.16 net acres of oil and gas 
leasehold interests, while oil and gas exploration and 
development expenditures during this period totalled 
$3,063,234, or virtually all of the $3,067,500 allocation 
for such activities in 1978. SWEPCO now estimates 
that an additional $2,550,000 of expenditures will be 
required during the balance of 1978 to complete or 
continue oil and gas exploration and development 
activities scheduled for the year. This amount would be 
in addition to the general authorization of $11,103,853 
for 1978 and would create the need for a revised general 
authorization of $13,653,853. 
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SWEPCO therefore requests that the Commission 
authorize an expenditure of an additional $2,550,000 by 
SWEPCO in its oil and gas exploration and develop- 
ment program through December 31, 1978 over and 
above the amounts previously authorized in the 
Commission’s order of February 21, 1978, and 
increase the general authorization to $13,653,853. 


SWEPCO expects that nearly $2,000,000 of the 
additional $2,550,000 of expenditures is required to 
continue work in progress on six wells in the South 
Carthage prospect in Panola County, Texas, together 
with a gathering system which will connect the output 
of these wells with the Paxton pipeline. Additional 
expenditures are required to operate wells and related 
gathering systems on the Elm Grove, East Ada/West 
Bryceland, Bienville Townsite, Castor/Lucky, North 
Whelan, South Shreveport and Longwood prospects. 


SWEPCO maintains that the increase in estimated 
expenditures refiects primarily the increased cost and 
diminished productivity which it has experienced with 
respeci to drilling and well completion services and 
equipment. SWEPCO asserts that the original 
expenditure estimates for oil and gas activities in 1978 
were prepared in the fall of 1977 on the basis of its 
experience with drilling contracts which provide for 
payments based generally upon the number of feet 
drilled; however, such activities in 1978 have been con- 
ducted under contracts which, consistent with the 
emerging pattern in the industry, have provided fer 
payments based on the number of days worked. This 
development, coupled with a general inflation of costs 
in the industry, was not anticipated in the preparation 
of the original estimates of expenditures. SWEPCO 
states that with the exception of the $2,550,000 of 
additional oil and gas exploration and development 
expenditures, its fuel exploration and development 
activities during the balance of 1978 will not differ in 
nature or extent from those being conducted under the 
Commission’s February 21, 1978, order. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $1,750. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction with 
respect to the proposed transaction. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration, as amended, has 
been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 20416), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application- 
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declaration, as further amended by said post-effective 


amendments, be granted and permitted to become , 


effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as further amended by said post-effective 
amendments, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act except that SWEPCO shall report 
quarterly to the Commission, on operations 
undertaken, expenditures made and interests acquired 
and disposed of pursuant to the authorization granted 
herein and will further file quarterly with the 
Commission a copy of the reports it submits to the 
Federal Energy Regulatory Commission on FERC Form 
423 and subject further to the reservation of juris- 
diction with respect to SWEPCO’s fuel program 
contained in the Commission’s Order of February 21, 
1978 (HCAR No. 20416). 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20681 /August 24, 1978 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6131) 
ORDER RELEASING JURISDICTION 


By order dated August 3, 1978 (HCAR No. 20659) 
Arkansas Power & Light Company (“Arkansas”), an 
electric utility subsidiary of Middle South Utilities, 
Inc., aregistered holding company, was authorized to 
enter into installment sales agreements with Jefferson 
and Pope Counties, Arkansas which provide for the 
acquisition, construction and installation of certain 
facilities for pollution control purposes at Arkansas’ 
White Bluff Units No. 1 and 2 (“White Bluff Plant”) 
located in Jefferson County and a second unit at 
Arkansas Nuclear One (“ANO”) located in Pope 
County. The agreements contemplate the issuance by 
Jefferson County of an additional $9,200,000 principal 
amount of its Pollution Control Revenue Bonds, 1978 





Series and the issuance by Pope County of an 
additional $1,900,000 principal amount of its Pollution 
Control Revenue Bonds, 1978 Series. Pope County will 
also issue $1,000,000 aggregate principal amount of a 
Special Industrial Series of its Pollution Control 
Revenue Bonds. The proceeds of the sales of all the 
bonds will be used to defray the construction costs of 
the pollution control facilities. The agreements provide 
for sales of the facilities by the Counties to Arkansas 
subject to liens and security interests retained by the 
Counties and the payment by Arkansas of the purchase 
price of the facilities, together with interest thereon, in 
semi-annual installments over a term of years. The 
purchase price of the facilities payable by Arkansas 
will be such amount as shall be sufficient (together 
with other moneys held by the trustees under the 
indentures and available therefor) to pay the principal 
of the bonds as the same becomes due and payable. 


In the order of August 3, 1978, jurisdiction was 
reserved with respect to the semi-annual installment 
payment obligations to be undertaken by Arkansas 
pursuant to its agreements with the Counties insofar 
as such payments are affected by the effective interest 
rates of the bonds to be sold by the Counties in 
connection with the proposed transactions. Arkansas 
has now filed a post-effective amendment to its 
application-declaration informing this Commission 
that all the bonds to be issued by Jefferson and Pope 
Counties will bear interest at a rate of 7-%4%, and the 
price to be paid to the Counties by a group of under- 
writers represented by Salomon Brothers, Goldman, 
Sachs & Co. and Stephens, Inc. will by 98.75% of the 
principal amounts of the bonds. The effective cost of 
money to the Counties for a thirty year maturity is 
approximately 7.29%. The bonds are to be offered to 
the public at 100% of their respective principal 
amounts. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that the jurisdiction 
reserved in the order of August 3, 1978, with respect to 
the semi-annual installment payment obligations to be 
undertaken by Arkansas pursuant to the agreements 
be, and it hereby is, released effective forthwith, and 
that the proposed transactions may be consummated 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20682/August 24, 1978 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


(70-6042) 


SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF SHORT-TERM NOTES TO BANKS 
AND TO COMMERCIAL PAPER DEALER 


Allegheny Power System, Inc. (“Allegheny”), a regis- 
tered holding company, has filed with this 
Commission a post-effective amendment to the appli- 
cation in this proceeding pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transactions. 


By order in this proceeding dated September 21, 1977 
(HCAR No. 20185), Allegheny was authorized to 
borrow funds during the period ending March 31, 1979, 
through the issuance and sale of short-term notes to 
banks and commercial paper to a commercial paper 
dealer in an aggregate amount not to exceed 
$70,000,000 outstanding at any one time. The notes 
and commercial paper were to be issued and renewed 
from time to time as funds were required prior to March 
31, 1979, provided that no such notes or commercial 
paper would mature after September 30, 1979. In 
accordance with the post-effective amendment, the 
banks from which such borrowings are to be effected 
remain the same, but in some instances the maximum 
amount of the borrowings to be outstanding from each 
bank at any one time has been changed. The complete 
list of banks and maximum amounts to be borrowed 
will be as follows: 


Citibank, N.A., New York, New York $40,000,000 

The Chemical Bank, New York, New York $30,000,000 

Mellon Bank, N.A., Pittsburgh, 
Pennsylvania 

Pittsburgh National Bank, Pittsburgh, 
Pennsylvania 

Manufacturers Hanover Bank, New York, 
New York 

Irving Trust Company, New York, 
New York 

Chase Manhattan Bank, N.A., New York, 
New York 


$55,000,000 
$7,500,000 
$60,000,000 
$5,000,000 


$2,500,000 





$200,000,000 


The maximum amount of such borrowings at any one 
time outstanding will not, when taken together with 
any commercial paper then outstanding, be in excess 
of $70,000,000, as previously authorized. 


SEC DOCKET/693 





The original filing stated that no commitment or agree- 
ment had been made with respect to the proposed 
borrowings and that Allegheny and its subsidiaries 
maintain balances to meet regular operating require- 
ments at all of the banks which vary in amount from 
time to time. It was stated that such balances are 
generally either on the basis of a percentage of the line 
of credit extended by such bank (for example 10%), or 
a higher percentage of notes outstanding (for example 
20%), whichever is greater, or a percentage of the line 
of credit (for example 10%) plus a percentage (for 
example 10%) of notes outstanding, in every case on 
an average annual basis. lf such balances were 
maintained by Allegheny solely to fulfill compensating 
balance requirements for borrowings to be made by 
Allegheny, the effective interest cost to Allegheny of 
issuing and selling the notes would be no more than 
8.75% on the basis of a prime commercial credit rate of 
7% and 11.25% with a prime rate of 9%. 


The post-effective amendment states that certain of the 
banks listed above have offered to substitute fees for, 
or to be used in conjunction with, lower compensating 
balances than those set forth above. The fee arrange- 
ments vary. In some cases fees equal to a specific 
percentage of the prime commercial rate (for example 
8-4%2% of the prime commercial rate) are involved, 
while in another instance the arrangement provides 
that balances be maintained equal to 5% of the line of 
credit with an additional fee of 2-%2% of prime. 
Allegheny is not to utilize the fee arrangements unless 
the effective cost thereof is less than the compensating 
balance arrangement in effect at that bank at that time. 
It is stated that the proposed fee arrangements produce 
an effective interest cost of issuing and selling the 
notes of between 7.96 and 8.38% on the basis of a 
prime commercial rate of 7% and 10.23 and 10.77% on 
the basis of a prime commercial credit rate of 9% 
rather than the 8.75% and 11.25% effective cost 
resulting from meeting compensating balance require- 
ments set forth above. 


In all other respects the proposed transactions remain 
the same. No state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said post-effective amend- 
ment to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 20641), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said application, as amended by said 
post-effective amendment, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
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of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, and 
it hereby is, grarited, effective forthwith, subject to the © 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20683 /August 24, 1978 


In the Matter of 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


THE WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6080) 


ORDER AUTHORIZING POST-EFFECTIVE AMEND- 
MENT RELATING TO PROPOSED ISSUANCE AND 
SALE OF SHORT-TERM NOTES TO BANKS; CON- 
TINUED RESERVATION OF JURISDICTION 


Monongahela Power Company (“Monongahela”), the 
Potomac Edison Company (“Potomac”), and West 
Penn Power Company (“West Penn”), each a wholly- 
owned electric utility subsidiary of Allegheny Power 


System, Inc. (“Allegheny”), a registered holding 
company, have filed a post-effective amendment to 
their application in this proceeding pursuant to Section 
6(b) of the Public Utility Holding Company Act of 1935 
(“Act”), and Rule 50(a)(5) promulgated thereunder 
regarding the proposed transactions. 


By order in this proceeding dated December 28, 1977, 
(HCAR No. 20343), the above subsidiaries of Allegheny 
were authorized to borrow funds during the period 
ending June 30, 1979, through the issuance and sale of 
short-term notes to banks and commercial paper to 
dealers in commercial paper in an aggregate amount 
not to exceed $50,000,000 in the case of Monongahela, 
$48,000,000 in the case of Potomac, and $50,000,000 in 
the case of West Penn. Jurisdiction was reserved with 
respect to that portion of the borrowings requested by 





West Penn in excess of $50,000,000. In accordance 
with the post-effective amendment, the banks from 
which such borrowings are effected remain the same 
but in some instances the maximum amount of the 
borrowings to be outstanding from each bank at any 
one time has been changed. The complete list of banks 
and maximum amounts to be borrowed will be as 
follows: 


Citibank, N.A. 

The Chemical Bank 

Mellon Bank, N.A. 

Pittsburgh National Bank 
Manufacturers Hanover Trust Co. 
Irving Trust 

Chase Manhattan Bank, N.A. 


The maximum amount of such borrowings at any one 
time outstanding will not, when taken together with 
any commercial paper then outstanding, be in excess 
of $50 million in the case of Monongahela, $50 million 
in the case of West Penn, and $48 million in the case of 
Potomac as previously authorized. 


The original filing stated that no commitment or 
agreement has been made with respect to any of the 
proposed borrowings and that Allegheny and the 
Companies have established lines of credit with such 
banks for short-term borrowing. It was stated that 
balances are maintained by one or more of the System 
Companies at all of these banks to meet regular 
operating requirements as well as, when necessary, in 
connection with these lines of credit. It was further 
stated that compensating cash balances requirements 
are generally either on the basis of a percentage of the 
line of credit extended by such bank (for example 
10%), or a higher percentage of notes outstanding (for 
example 20%), whichever is greater, or a percentage of 
the line of credit (for example 10%) plus a percentage 
(for example 10%) of notes outstanding, in each case 
on an average annual basis. 


The post-effective amendment states that certain of the 
banks listed above have offered to substitute fees for, 
or to be used in conjunction with lower compensating 
balances than those set forth above. The fee arrange- 
ments vary. In some cases fees equal to a specific 
percentage of the prime commercial rate (for example 
8-42% of the prime commercial rate) are involved, 
while in another instance the arrangement provides 
that balances be maintained equal to 5% of the line of 
credit with an additional fee of 2-%2% of prime payable, 
rather than more burdensome balance arrangements. It 
is stated that the fee arrangements would not be 
utilized unless the effective cost thereof is less than 


the compensating balance arrangement in effect at that 
bank at that time. It is further stated that the proposed 
fee arrangements result in an effective interest cost of 
issuing and selling the notes between 7.96 and 8.38% 
based upon a prime commercial rate of 7% and 
between 10.23 and 10.77% based upon a prime 
commercial credit rate of 9%. This compares with an 
effective cost between 8.75% and 11.25% based upon 
the compensating balance requirements set forth 
above. 


In all other respects the proposed transactions remain 
the same. It is stated that the State Corporation 
Commission of Virginia has authorized the issuance 
and sale by Potomac of the short-term debt. It is 
further stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective amend- 
ment to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 20647), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said appli- 
cation, as amended by said post-effective amendment, 
be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be and it hereby is, granted effective 
forthwith subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over that portion of the borrowings 
requested by West Penn in the original filing in excess 
of $50,000,000. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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NATIONAL PROPANE CORPORATION 
Miami Beach, Florida 


(70-5855) 
(31-648) 


MEMORANDUM OPINION AND ORDER APPROVING 
ACQUISITION OF GAS UTILITY COMPANY, GRANT- 
ING EXEMPTION UNDER SECTION 3(a)(3), AND 
DENYING REQUEST FOR HEARING 


National Propane Company (“National”), a public 
utility holding company, has filed an application, and 
amendments thereto, relating to its acquisition of all of 
the capital stock of Athol Gas Company and to its 
status as an exempt holding company under Section 
3(a)(3) of the Public Utility Holding Company Act of 
1935 (“Act”). A notice of filing was duly published 
(HCAR No. 19542, May 21, 1976). In response, 
Foremost-McKesson, Inc. (“Foremost”), a manu- 
facturer and distributor of food, drug and chemical 
products, filed an application to intervene in 
opposition and requested a hearing. National filed a 
response. Supplemental memoranda were filed by 
Foremost and National on May 9, 1977, and June 8, 
1977, respectively. 


1. Organization and Business of National and 
Affiliates 


National, a Delaware company, distributes liquified 
petroleum gas (‘‘LPG’’) directly or through its 
subsidiaries in various parts of the United States for 
household, farm, industrial and commercial uses. 
National also provides related services to its customers 
and sells household appliances and farm equipment. 
At April 30, 1977, National reported consolidated 
assets of $57,904,877, and for the year then ended, 
$75,190,848 in gross revenues and $3,902,202 in net 
income. 


LPG (propane and butane) is a liquified form of 
methane gas. It is an expensive substitute for natural 
gas, and is used primarily by those living in areas 
which are not provided with pipeline natural gas and by 
those requiring a portable supply of gas. Methane is 
liquified under refrigeration for storage and trans- 
portation, but is gasified before use. National serves 
the majority of its customers by interchangeable 
portable cylinders, although bulk deliveries to large 
Stationary tanks directly by tank trucks account for the 
majority of National’s sales volume. 


National is not a “gas utility company,” as defined by 
Section 2(a)(4) of the Act, inasmuch as all of its gas 
sales are made in enclosed portable containers. 
However, two small wholly-owned subsidiaries, Ware 
Gas Company (“Ware”) and Athol Gas Company 
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(“Athol”), distribute vaporized propane purchased 
directly or indirectly from National through under- 
ground mains and each is, accordingly, a statutory 
“gas utility company.”? Ware and Athol, incorporated 
in Massachusetts, distribute gas in this manner to 
approximately 1,400 customers in two small towns of 
the same names. At April 30, 1977, Ware reported total 
assets of $108,550, and, for the year then ended, sales 
of $166,320; Athol reported sales of $112,685 and total 
assets of $64,281. Each contributed a small loss to the 
consolidated earnings of National. 


National is a “holding company” as defined in Section 
2(a)(7)(A).2 It is, in turn, a wholly-owned subsidiary of 
DWG Corporation (“DWG”), a publicly-held company 
whose principal assets consist of its investments in 
National and its other two major subsidiaries. DWG 
acquired 12% of National’s outstanding stock in 
November 1966, and now owns all.9 At April 30, 1977, 
DWG reported total consolidated assets of $147,421 ,000 
and, for the year then ended, $152,758,000 in consoli- 
dated revenues. DWG, in turn, is a statutory subsidiary 
of Security Management Corporation (“Security 
Management”), a privately-held company, which, as of 
July 31, 1977, owned approximately 11.8% of DWG’s 
outstanding shares of common stock.4 





Section 2(a)(4) defines a “gas utility company” as 
“any company which owns or operates facilities used 
for the distribution at retail (other than distribution 
only in enclosed portable containers . . .] of natural or 
manufactured gas for heat, light, or power.” (emphasis 
added) 


2Section 2(a)(7)(A) defines a “holding company” as 
“any company which directly or indirectly owns, 
controls, or holds with power to vote, 10 per centum or 
more of the outstanding voting securities of a public- 
utility company .. .” 


3DWG acquired an additional 77% of National’s stock 
through an exchange offer in December 1967, and 
picked up the remaining 11% in May 1975. 


4in addition, Security Management, and its president 
and principal shareholder, Victor Posner, own 
convertible securities and stock options which, on a 
fully converted and exercised basis, would provide 
them with about 54.4% voting control over DWG. 





National acquired all of the capital stock of Ware 
sometime before 1958. In that year, it was granted an 
exemption by order under Section 3(a)(3) of the Act. 
(HCAR No. 13820, September 5, 1958).° At the time of 
its application in 1958, National reported consolidated 
assets of $21,815,121 and revenues of $12,433,094. 
Ware’s operations were minor, its assets and revenues, 
totaling, in each case, less than $100,000. 


In 1964, National incorporated Athol to acquire all of 
the gas utility assets of Midstate Gas Company (“Mid- 
state”). Athol paid $117,181 for Midstate’s assets and 
assumed its liabilities. The Massachusetts Department 
of Public Utilities approved the acquisition, finding it 
to be consistent with the interests of consumers in the 
service area of Midstate, the immediate predecessor of 
Athol.6 


Ware purchases its propane supply directly from one of 
National’s propane distribution divisions, while Athol 
purchases its propane supply from Home Gas Corpo- 
ration, a wholly-owned subsidiary of National. The 
retail rates charged by Ware and Athol to its customers 
are subject to the jurisdiction of the Massachusetts 
Department of Public Utilities. 


2. Applicable Statutory Provisions 


Section 3(a) enumerates five classes of holding 
companies which may qualify for exemption from the 
Act. It provides that the Commission “shall exempt 
... from any provision or provisions” of the Act a 
holding company which falls within any of the five 
enumerated classes “unless and except insofar as it 
finds the exemption detrimental to the public interest 
or the interest of investors or consumers. . . .” The 
qualifying clause allows the Commission to grant or 





5Prior to 1958, National relied upon the exemption 
granted to small holding companies under Rule 9 under 
the Act, which exempted a holding company system if 
the net book value of its utility assets did not exceed 
$1,000,000. Rule 9 was rescinded on February 5, 1958, 
effective February 29, 1960 (HCAR Nos. 13670, 13833, 
13891, 14034, and 14122) when it became apparent that 
the rule had been promulgated under doubtful 
authority. National and many other similarly situated 
holding companies were, however, able to qualify 
under one or another of the exemptions under Section 
3(a). 


6Massachusetts DPU Docket Nos. 14633 and 14634 
(November 10, 1964). 


deny an application for exemption in its entirety or to 
limit or condition the exemption to some or nearly ail, 
but not all, provisions of the Act. An exemptive order, 
once granted, may be revoked under Section 3(c) if the 
Commission finds that “the circumstances which gave 
rise to the issuance of the order no longer exist... .” 


National has now applied for exemption under Section 
3(a)(3), which provides an exemption for a holding 
company and its subsidiaries 


“. . . if such holding company is only inci- 
dentally a holding company, being primarily 
engaged or interested in one or more busi- 
nesses other than the business of a public- 
utility company and not deriving, directly or 
indirectly, any material part of its income 
from any one or more. subsidiary 
companies, the principal business of which 
is that of a public-utility company... .” 


As is readily apparent, there are two parts to the 
statutory test for exemption under Section 3(a)(3). The 
holding company must be “primarily engaged or 
interested” in nonutility businesses; and, it must be 
“only incidentally a holding company.” The 
“incidentally” phrase has long been construed to 
require that a “functional relationship” exist between 
the applicant’s nonutility businesses and the business 
of its public utility subsidiaries; that is, that the public 
utility operations are only “incidental or accessory” to 
the nonutility operations. See Cities Service Company, 
8 SEC 318, 328-330 (1940); Standard Oil Company, 10 
SEC 1122, 1128 (1942). 


The acquisition of Athol by National is subject to 
Commission approval under Sections 9(a) and 10. 
These sections deal generally with the growth or 
extension of holding companies, registered and 
exempt, by acquisitions. Section 9(a)(1) applies to 
acquisitions by registered holding companies and their 
subsidiaries, providing that, unless an acquisition is 
approved by us under Section 10, it is unlawful to 
acquire any security, utility asset or any other interest 
in any business. Section 9(a)(2), in contrast, is 
directed to an acquisition of voting stock by any 
“person”—meaning an individual or a company,’ that 
is an “affiliate” of a public utility company.® It 





7“Person” is so defined in Section 2(a)(1) of the Act. 


8in this context, an “Affiliate” of a specified company 
is defined in Section 2(a)(11) as “any person that 
directly or indirectly owns, controls, or holds with 
power to vote 5 per centum or more of the outstanding 
voting securities of such specified company, and 
conversely. 
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prohibits such person from becoming an affiliate of 
another public utility by acquiring 5% or more of its 
outstanding voting securities, without approval under 
Section 10. Section 9(a)(2) applies to all such acqui- 
sitions, whether the acquisitions are in sequence or 
concurrently in a single transaction. 


3. Acquisition of Athol and National’s Status as an 
Exempt Holding Company 


When it acquired the outstanding stock of Athol in 
1964, National was an exempt holding company. The 
acquisition of Athol was prohibited by Section 9(a)(2), 
since National did not apply for our approval under 
Section 10. Nor did National apply to have its 
exemption under Section 3(a)(3) extended to its status 
as a holding company over Athol. The application for 
such approval and exemption, now before us, was not 
filed until April 30, 1976. 


National does not concede that these provisions apply 
with respect to Athol. It claims, as a first alternative, 
that when, in 1958, National was granted an exemption 
under Section 3(a)(3), the exemption was from all pro- 
visions of the Act, including Section 9(a)(2), and that 
its status as an exempt holding company continued 
thereafter unless and until the 1958 order was revoked 
under Section 3(c) of the Act. It requests that we so 
find and declare by order in this proceeding. 


We cannot grant National’s request because we do not 
accept its assumptions. When National acquired Athol 
in 1964, it should have applied for approval of the 
acquisition under Section 10 and, concurrently, 
applied for an exemption as a holding company over 
both Ware and Athol. The Act provides no dispensation 
from these requirements, and our exemption order of 
1958 did not grant what the statute does not allow. 


Section 9(a)(2), as noted, expressly applies to “any 
person,” which includes an exempt holding company. 
The 1958 exemptive order did not exempt National from 
the provisions of the Act applying to all persons. It 
ordered that: 


“National, as a holding company, and its 
subsidiary companies as such, be, and 
hereby are, exempted from the provisions of 
the Act applicable to it as a holding 
company and to its subsidiary companies 
as such.” 


The order was unambiguously drawn to exempt only 
National’s system as it existed in 1958. 
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Pursuant to Section ~_ we have exempted, by Rule 
11,9 and other Rules certain exempt holding , 
companies from affiliate acquisitions under Section | 
9(a)(2), none of which are pertinent in this case. There 
is nO way we can exempt by order, either under Section 
9 or Section 3(a), an acquisition that Section 9(a)(2) 
brands as “unlawful.” 


National’s request for a declaratory order is also 
inconsistent with the exemptions provided in Section 
3(a). Under the “unless and except” clause of Section 
3(a), the exemption need not extend to all provisions of 
the Act, and whether an exemption should be 
unqualified or limited depends on the facts presented 
to us in a particular case. Such an assessment can be 
made only for a holding company as it is constituted 
when the request for exemption is before us. We 
cannot determine in advance the kind or extent of the 
exemption that may be available to the exempt holding 
company, if at a later date it should be enlarged by the 
acquisition of another utility subsidiary. 


The regulatory requirements of Section 9(a)(2) and the 
exemptions under Section 3(a) were meant to reinforce 
each other in order to carry out the statutory policy of 
regulating the growth and expansion of the holding 
company by concurrent review of the proposed acqui- 
sition,'' on a timely application, both in terms of 
Section 10 and of the exemptions in Section 3(a). 2We 
have so administered these provisions. 3 Approval of 





9Under Section 3(d) the Commission is authorized, by 
rule only, to exempt from the provisions of the Act any 
class of persons “as subsidiaries or affiliates.” 


10Under Section 3(d) we have by Rule 3(b) exempted 
from Section 9(a)(2) certain specified acquisitions by 
banks as holding companies under Section 3(a)(4). See 
also Rule 4(b) for a similar exemption for certain 
brokers, dealers and underwriters. 


11Section 1(b)(4) declares that the national interest 
and the interest of investors and consumers are, or 
may be, affected “when the growth and extension of 
holding companies bears no relation to economy of 
management and operation or the integration and 
coordination of related’ properties.” 


12Section 1(c) declares that all provisions of the Act 
shall be interpreted in accordance with the policy of the 
Act “to meet the problems and eliminate the evils” set 
forth in Section 1. 


13The Peoples Gas Light and Coke Co., 43 SEC 624, 
628, 631 (1967); North Penn Gas Company, et al., 
HCAR No. 19254 at 13 (1975). 





the acquisition may require imposition of con- 
ditions, '4 and the holding company may be entitled 
only to a qualified oregon under Section 3(a) as a 
result of an acquisition. 1 As we shall see, such would 
have been the case, if an application for approval of the 
Athol acquisition had been filed in time. But even if the 
standards of Section 10 are met, a holding company 
may nevertheless abandon the acquisition, if as a 
result of the acquisition it stood to lose its exempt 
Status under the Act. 


National’s interpretation would shift the burden of 
inquiry to us. An acquisition, which in our judgment 
requires our approval pursuant to Section 9(a)(2), is to 
National the mere happening of an event that would 
authorize us to reexamine National’s exempt status as 
a holding company under Section 3(c) of the Act. Such 
an approach would lead us, far more often than now, to 
deal with past transgressors and latter-day penitents 
and to fashion or improvise remedies sometimes, as in 
this case, years after the acquisition occurs. 


We also reject National’s contention that under Section 
20(d) we should find and declare that the exemption 
order issued in 1958 survived the acquisition of Athol 
and continued to provide it with an effective exemption 
under that order. Section 20(d) provides that no liability 
under the Act shall “apply to any act done or omitted in 
good faith in conformity with any ... order of the 
Commission . . .” even though the order is thereafter 
“amended, or rescinded or . . . determined . . . to be 
invalid for any reason.” 


That has not happened in this case. We are not 
revoking, rescinding or modifying our 1958 order. 
National’s application for exemption and our published 
notice (HCAR No. 13804, August 8, 1958) specifically 
identified Ware as then National’s only utility 
subsidiary, and the 1958 order which exempted 
National as a holding company must be read in the 
context of the application and published notice. Its 
application made no request, even by implication, for 
an extended exemption if years later it should acquire 
another utility subsidiary, and none was implied in our 
1958 order. It was National that changed its position as 
a holding company in 1964. National’s lawyers had 
only to scan the words of Section 9(a)(2) to learn that 
the 1958 order, which, in the language of Section 3(a), 





14Penn Fuel, Inc., 32 SEC 514, 530-531 (1951). 


15The Peoples Gas Light and Coke Co., supra n. 13; 
John H. Ware, HCAR No. 16319 (1969); Washington 
Gas Light Company, 44 SEC 515, 516 (1971); Eastern 
Gas and Fuel Associates, 43 SEC 524, 540 (1967). 


granted an exemption to National “and its subsidiary 
companies as such,” did not extend to Section 9(a)(2) 
and to a public utility subsidiary that would not come 
into being for another six years. 


We cannot, finally, accept National’s claim that the 
Athol acquisition by National was in substance an 
asset purchase. It is true that National did incorporate 
Athol first and acquired its stock; that Athol then made 
a cash purchase of Midstate’s assets with funds loaned 
by National; and that the Massachusetts Commission 
approved the asset acquisition by Athol. But the 
question before us is not what Athol but what National 
acquired. It cannot be denied that the events and trans- 
actions we have described were integral parts of a 
single plan and purpose; that Athol’s status as a 
corporate shell was transitory only; and that the 
intended result of the sequence of nearly 
contemporaneous transactions was that National 
became a holding company of a second public utility 
subsidiary. The requirements of Section 9(a)}(2) are 
determined by the final result, not by the modalities of 
separate and succeeding transactions. ! 


4. National’s Pending Application 


National requests that, if we decline to issue any 
declaratory order, we should grant the pending appli- 
cation by approving now the acquisition and exempt 
National as a holding company over Ware and Athol. 
We shall do so. We do not, however, take it for granted 
that the transaction actually effected in 1964 would 
have been authorized then, without conditions or 
modifications. 


In 1964, when Athol acquired Midstate’s assets, 
Midstate had no funded debt. To finance the 
acquisition, National supplied only $30,000 in equity 
capital to Athol, which, to pay the balance of the 
purchase _ borrowed $95,000 from National and its 
affiliates.'7 Thus, at the very outset, 76% of the new 
utility company’s capitalization consisted of long-term 
debt—an inordinately high debt ratio for any utility 
company. As events were to show, Athol has reported 
almost continuous deficits since its organization. As 





16association of Massachusetts Consumers, Inc. v. 
Securities and Exchange Commission, 516 F. 2d 711, 
717 (D.C. Cir. 1975), cert. denied, 423 U.S. 1052 (1976). 


7athol issued $85,000 of its 5-%% serial notes, 
payable at the rate of $8,500 per year commencing in 
1970, and a $10,000 demand note payable within one 
year for the balance of the purchase price. 
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of April 30, 1976, there remained outstanding $67,000 
in long-term debt and $40,000 in accrued and unpaid 
interest. 


National has cancelled Athol’s indebtedness and 
accrued interest. It has thereby eliminated a statutory 
obstacle to our approval of the acquisition and to the 
grant of an exemption. Had National filed an appli- 
cation in 1964, we would not have accepted the 
financing terms National then proposed. We would 
have imposed conditions to eliminate or reduce Athol’s 
substantial indebtedness. National’s application also 
states that it proposes to sell or otherwise dispose of 
its utility interests and thereby cease to be a holding 
company. 


The pending case is not of first impression. We granted 
an exemption to National in 1958, and at least in one 
other like case in 1962; and the grant of an 
exemption to National now would be consistent with 
those decisions. Against this background, we are 
content, for present purposes, to rest upon the 
decisions of our predecessors as guiding precedents 
for this case. This disposition of the problem 
presented by National’s relationship to Athol and 
Ware, under the circumstances described herein, does 
not constitute any precedent as to how we might deal 
with any future situation involving an application for 
exemption by a company which both controls a gas 
utility and supplies gas to that utility. 


We consider National’s application for an exemption, 
filed on April 30, 1976, as having been filed in good 
faith. National was thereby exempt pursuant to Section 
3(c) pending disposition of its application, and 
National will continue -* an exempt holding company 
under our decision and order of this date. It should be 
understood that the exemption is for National as a 
holding company over Ware and Athol and that the 
exemption does not extend to any later acquisitions 
subject to Section 9(a)(2). These limitations are not 
imposed in our discretion. They are merely declaratory 
of what the Act provides and requires, but a statement 
specifying these limitations should eliminate any 
future controversy about what an exemption under 
Section 3(a) does not exempt. It is also in keeping with 
the practice in the early days in administration of the 
Act,!9 to which we have recently returned. 





18suburban Gas, HCAR No. 14649 (May 31, 1962). 


19The Arizona Edison Company, Inc., 1 SEC 550, 551 
(1936); The Columbus, Delaware and Marion Electric 
Company, 1 SEC 517, 518 (1936); Consolidated Coal 
Company and Consol Power Company, 1 SEC 444, 446 
(1936); Central California Utilities Corporation, 2 SEC 
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National is the immediate holding company over Ware 
and Athol. DWG, the parent company over National, 
and Security Management, the parent of DWG, are also 
statutory holding companies over Ware and Athol. 
They did not join in National’s application, and it is not 
necessary that they do so to secure the benefits of 
National’s exemption. They, and any other holding 
company over them, secure the benefits of National’s 
exemption pursuant to Rule 10(a)(2) promulgated 
under Section 3 of the Act. 


National also requests that we make the order we issue 
today retroactive to the date when Athol was acquired 
by National in 1964. The granting of retroactive relief is 
within our discretion, 1 but one of the questions to 
consider is the purpose it would serve. 


An order approving the Athol acquisition retroactively 
would be a pointless formality. It would give National 
no more than an order of approval effective today. 


When parties are about to enter into a transaction that 
‘requires our approval under Section 10 of the Act, the 


agreement normally stipulates that it is subject to such 
approval. If the acquisition is consummated without 
prior application to us, that is no bar to a later appli- 
cation and approval.“* When granted, as in the case of 
Athol, such approval removes the only taint on the 
acquisition, if in all other respects it is valid under 
applicable laws. 


National’s request is really directed to its exempt 
status. Its purpose is to aid a remote associate 
company of National, with which Foremost, as we 
shall explain later, is involved in a civil suit. That is not 
a purpose to which we should subscribe. We do not 
believe that by the mere expedient of predating, in 
effect, the exemption order we can affect any rights a 
litigant may assert in a pending lawsuit. In any event, 
in view of our prior discussion about National’s 





1, 2 (1937); Texas Utilities Company, 31 SEC 367, 376 
(1950). 


20The Youghiogeny and Ohio Coal Company, et al., 
HCAR No. 19587 at 3 (June 21, 1976); Pennsylvania 
Power & Light Company, HCAR No. 19725 at 4 
(October 22, 1976); Lykes Bros., Inc., HCAR No. 20487 
at 5 (April 6, 1978). 


21The Great American Life Underwriters, Inc., 41 SEC 
1, 25-28 (1960), aff’d sub nom. Hennesey v. S.E.C., 293 
F.2d 48 (3rd Cir. 1961). 


22Public Service Company of Oklahoma, HCAR No. 
19090 at 8 (July 7, 1975). 





exemption under Section 3(a)(3), we consider it 
singularly inappropriate to approach National’s exempt 
status now as though we stood, fictionally, at the 
inception of the pivotal events in 1964. Looking back, 
as we have noted, has led us to some questions about 
National’s exemption. 


5. Foremost and its Interest in this Proceeding 


Foremost has no financial or proprietary interest in 
National, nor is it a consumer of Ware or Athol. 
Foremost has appeared in this proceeding to 
protect or aid its litigation with Sharon Steel 
Corporation (“Sharon”), and others,29 which through 
corporate and other affiliations, is a distant relative of 
National. Foremost has outstanding about 11.5 million 
shares of common stock and about 2 million shares of 
preferred stock. Its stock is listed on the New York, 
Midwest and Pacific Stock Exchanges. 


Security Management, a Maryland corporation, is 
indirectly a holding company over Ware and Athol. Its 
outstanding stock is owned collectively by Victor 
Posner and by foundations and trusts created by and 
for him and his children. Foremost states that Security 
Management owns 17.5% of the common stock of NVF 
Company.24 NVF, in turn, owns about 86% of the 
common stock of Sharon. Sharon is an integrated steel 
company, with sales in 1976 amounting to 
$366,955,000. Sharon is a statutory subsidiary, as 
defined in Section 2(a)(8) of the Act, of Security 
Management. 


Sharon began purchasing Foremost’s stock on the 
open market in August 1975, and, on February 6, 1976, 
it filed with this Commission a Schedule 13D pursuant 
to Section 13(d) of the Securities Exchange Act of 
1934, disclosing that it had acquired 5% of Foremost’s 
common stock. On May 17, 1976, Sharon announced 
that it proposed to acquire control of Foremost by on 
offer to change Sharon debentures for Foremost 
common stock. About a month later, Sharon filed a 
registration statement (Form S-1) accompanied by a 
preliminary prospectus describing the exchange offer 
and other pertinent information. 





23F oremost-McKesson, Inc. v. Victor Posner, et al., 
N.D. Cal. File No. C76-338. 


24Security Management and Posner, individually, own 
common stock, options and other convertible 
securities of NVF which, on a fully exercised and 
converted basis, would provide them effective control 
over 43.3% of NVF’s common stock. 


in the meantime, on February 18, 1976, Foremost filed 
its civil action in California to enjoin Sharon from 
further acquisitions of Foremost stock and for other 
relief, including as defendants—besides Sharon— 
Victor Posner, Security Management and NVF 
Company. By a supplemental pleading, Foremost 
sought a preliminary injunction, which the court 
granted on April 20, 1977, on the ground that Sharon’s 
registration statement was false and misleading in 
than it portrayed Sharon to be in a far healthier 
financial position than was actually the case.2° Sharon 
has since withdrawn its registration statement and 
announced that, for the present, it has no intention to 
acquire’ control of Foremost. Sharon continues to hold 
more than one million shares of Foremost’s common 
stock and about 74,000 shares of preferred stock, 
acquired, for cash, mostly prior to April 30, 1976, when 
National filed its exemption application in this pro- 
ceeding. 


In the second count of its complaint, Foremost claims 
that Sharon’s acquisition of the Foremost stock was 
illegal and requests that Sharon be forced to divest the 
stock thus acquired. Foremost alleges that, with the 
Athol acquisition, National lost its status as an exempt 
holding company; and that, as an unregistered and 
nonexempt holding company, Security Management 
acquired the Foremost stock through NVF and Sharon 
in violation of Section 4(a) of the Act.2© That question 
was deferred by stipulation pending a resolution of the 
issues in the exemption proceeding before us. The 
status of National as an exempt holding company 
under Section 3(a)(3), the first link in Foremost’s chain 
of argument, is within our exclusive jurisdiction. 





25The court granted summary judgment for Sharon and 
the other defendants against Foremost’s complaint 
that Posner was engaged in a conspiracy to acquire 
and to “loot” Foremost. 


26in relevant part, Section 4(a) provides that ... 
“unless a holding company is registered under Section 
5, it shall be unlawful for such holding company, 
directly or indirectly .... 


(4) by use of the mails or any means or 
instrumentality of interstate commerce, to 
acquire or negotiate for the acquisition of 
any security or utility assets of any 
subsidiary company of affiliate of such 
holding company, any public-utility com- 
pany, or any holding company; 


Continued on following page 


SEC DOCKET/701 





Specifically, Foremost is opposed to National’s appli- 
cation for a retroactive exemption, which purportedly 
would validate past transactions, and requests a 
hearing to showthat National’s failure to file a timely 
application was not due to inadvertence and that there 
are no good reasons for National’s failure to make a 
timely application for exemption. But, as we have 
stated, we are not granting National an exemption 
retroactively. There is no need then for us to inquire 
into the reasons for the delay or into the state of mind 
or motives of National’s managers or lawyers. 


The exemption under Section 3(a)(3) for National is, 
pursuant to Rule 10(a)(2), extended to DWG and 
Security Management. Holding companies thus 
exempt and their nonutility subsidiaries may acquire 
any nonutility interests they wish, including the stock 
of Foremost. Such acquisitions would only magnify 
the predominantly nonutility character of the holding 
company system upon which the exemption under 
Section 3(a)(3) is in part predicated. We do not 
undertake to decide here the effect of Section 4(a) upon 
transactions prior to the extended exemption, either 
generally or the Sharon acquisition of the Foremost 
stock in particular. Nor do we express any opinion on 
whether, in a private suit based on Section 4(a), the 
appropriate sanction is a mandatory injunction to 
divest an acquisition that the holding company may 
freely and unconditionally acquire when exempt 
pursuant to Section 3(a)(3). 


Foremost refers to Section 26(b), which provides that 
any contract made in violation of any provision of the 
Act—and this includes Section 4(a)—shall be “void” 
against an innocent party to the contract.2” That issue, 
as to which we express no opinion, is before the 
Federal court in California. We note that the 
defendants in the California suit by Foremost are not 
parties to the exemption proceeding before us, and 
that National is not a party to the California suit. 
National and Sharon are linked through a chain of 





Continued from preceding page 


(5) to engage in any business in interstate 
commerce; or 


(6) to own, control, or hold with power to 
vote, any security of any subsidiary 
company thereof that does any of the acts 
enumerated in paragraphs (1) to (5), 
inclusive, of this subsection” 


27The word “void” has been interpreted as meaning 
“voidable”’. Mills v. Electric Auto-Lite Co. 396 U.S. 375, 
386-388 (1970) and cases there cited. 
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corporations dominated and managed by the Posner 
family. In all other respects, they are strangers to one 
another. 


Finally, we hereby deny Foremost’s application for 
intervention. For its limited and peripheral interest in 
this proceeding, the status of a participant in 
accordance with Rule 9(c) and (e) of our Rules of 
Practice is adequate for the protection of its interests. 
Its request for a hearing is denied for the reasons 
stated. 


IT IS ORDERED, accordingly, that the application of 
National and its subsidiary companies as such for 
exemption pursuant to Section 3(a)(3) from all pro- 
visions of the Act, except Section 9(a)(2), be, and it 
hereby is, granted effective forthwith (but not retro- 
actively), subject to Rule 24 as it relates to National’s 
proposal to divest its interest in Ware and Athol; and 


IT IS FURTHER ORDERED that National’s application 
pursuant to Section 10 to acquire the stock of Athol be, 
and it hereby is, approved effective forthwith; and 


IT IS FURTHER ORDERED that National’s request for a 
declaratory ruling that (1) the exemption of National by 
order of September 5, 1958, exempted the Athol acqui- 
sition from Section 9(a)(2), and (2) that said order of 
exemption continued in effect after the Athol acqui- 
sition, be and it hereby is denied; and 


IT IS FURTHER ORDERED that Foremost’s request for 
a hearing be and it hereby is denied. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS and POLLACK); 
Commissioner KARMEL not participating. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10366 /August 18, 1978 


In the Matter of 


FIRST MULTIFUND FOR DAILY INCOME, INC. 
32 East 57th Street 
New York, New York 10022 


(812-4323) 


NOTICE OF AND ORDER FOR HEARING ON APPLI- 
CATION PURSUANT TO SECTION 6(c) OF THE ACT 
FOR EXEMPTION FROM RULE 2a-4 THEREUNDER. 


NOTICE IS HEREBY GIVEN THAT First Multifund for 
Daily Income, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified, management investment com- 
pany, filed an application on June 7, 1978, for an order 
of the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of Rule 
2a-4 thereunder as interpreted by Investment Company 
Act Release No. 9786 (“Release No. 9786”), to the 
extent necessary to permit Applicant to value its assets 
on an “amortized cost” basis. By a letter from its 
counsel dated July 8, 1978, Applicant has also 
requested that the exemption it has requested be 
granted on a temporary basis. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is a no-load, “money market” 
fund designed to offer to public investors the benefits 
of participation in a money market fund whose port- 
folio consists exclusively of obligations issued or 
guaranteed by the United States government, its 
agencies, or the nation’s 10 largest commercial banks. 
Applicant further states that its shares are offered 
directly to public investors without brokers or sales- 
men, and that its assets are managed by First Multi- 
fund Advisory Corporation. 


According to the application, as of December 31, 1977, 
Applicant had net assets of $12,613,140 and its port- 
folio consisted exclusively of certificates of deposits 
and bankers’ acceptances of the ten largest banks in 
the nation. Applicant represents that at the close of 
each business day the income derived from instru- 
ments in its portfolio, net of expenses, is declared as a 
dividend to Applicant’s shareholders and credited to 
each shareholder’s account. Applicant further 
represents that these dividends are paid monthly to 
Applicant’s shareholders except where a shareholders 
advises Applicant’s servicing agent, Bradford Trust 


Company, of such shareholder’s election to have ‘such 
dividends reinvested in additional shares. 


Applicant asserts that no bona fide market exists to 
provide readily available quotations with respect; to the 
value of the money market instruments within, Appli- 
cant’s portfolio. Applicant further asserts that, in any 
event, Applicant purchases these money marke:t instru- 
ments with the intention of holding such money market 
instruments to maturity, or of holding any cash equiva- 
lent or replacement instrument to maturity. Applicant 
further states that the maturity dates of the respective 
money market instruments within its portfolio are 
scheduled in such a way that such moriey market 
instruments will mature in sufficient quantity and 
frequency to provide the necessary cash to meet Appli- 
cant’s obligations, including redemption of Applicant’s 
shares. On the basis of the foregoing, Apylicant states 
that its Board of Directors concluded that any attempt 
to “mark to market” as a basis for valuing the money 
market instruments within Applicant’s portfolio would 
be unfair to Applicant’s shareholders because such 
valuation would be based on estimates:, guesses, and 
speculation, rather than the amortized cost of each 
such money market instrument. 


Applicant states that an action is currently pending in 
the United States Court of Appeals f'or the District of 
Columbia Circuit alleging that the Ccommission has no 
authority under the laws enacted by Congress to 
deprive Applicant’s directors of their right and duty to 
determine the fair value of Applicarit’s portfolio on the 
basis of amortized cost, that being, according to 
Applicant, their good faith deternnaination of the best 
method of determining fair value. Nonetheless, Appli- 
cant requests an order of the Comimission, pursuant to 
Section 6(c) of the Act, exempting Applicant from pro- 
visions of Rule 2a-4 thereunder as interpreted by 
Release No. 9786 to the extent ntacessary to permit it to 
value its assets on the basis of amortized cost. As 
noted above, Applicant has also requested that its 
application be granted on a tennporary basis. 


Rule 2a-4 adopted under the Act provides, as here 
relevant, that the “current net asset value” of a redeem- 
able security issued by a _ registered investment 
company used in computing i‘ts price for the purposes 
of distribution and redempti.on shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that Rule, with 
estimates used where necesisary or appropriate. Rule 
2a-4 further provides that po'rtfolio securities for which 
market quotations are readil y available shall be valued 
at current market value, and other securities shall be 
valued at fair value as determined in good faith by the 
board of directors. 


Section 6(c) of the Act provides, in part, that the 


Commission may, upon application, exempt any 
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persion, security, or transaction, or any class or classes 
of persons, securities, or transactions, from any pro- 
vision or provisions of the Act or any rule thereunder, if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


According to the application, Applicant believes it has 
a constittutional and lawful right to value the money 
market instruments within its portfolio on the basis of 
amortized cost. Applicant further states that it believes 
that it would be contrary to the best interests of its 
shareholders and disruptive of its operations to change 
from the amortized cost method of valuation to the 
method known as “marking to market”, since that 
would invoi've, according to Applicant, estimates, 
guesses and speculation as to what might be the value 
of a given money market instrument in a non-existent 
market. 


On May 31, 1:977, the Commission issued an inter- 
pretation (Invesstment Company Act Release No. 9786) 
of Rule 2a-4 prc»mulgated under the Act which, among 
other things, stzated the Commission’s views that: (1) it 
is inconsistent «generally with the provisions of Rule 
2a-4 for “money market” funds to value their assets on 
an amortized cost basis, ignoring market factors, and 
(2) it is inconsiste nt with the provisions of Rule 2a-4 for 
such funds to “round off” calculations of their net 
asset values per sshare to the nearest one cent on a 
share value of $1.01). Thereafter, on April 12, 1978, the 
Commission ordered a consolidated hearing (Iinvest- 
ment Company Act Release No. 10201) with respect to 
ten applications filed by 13 money market funds 
pursuant to Section 6(c) of the Act, requesting 
exemptions from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-:4 and 22c-1 thereunder, either to 
permit them to value t.heir assets on an amortized cost 
basis, or to permit them to calculate their net asset 
values to the nearest o:ne cent on a $1.00 share. That 
hearing is presently scheduled to commence on 
September 6, 1978.1 


It appears to the Comm ission that it is appropriate in 
the public interest and «consistent with the protection 
of investors to hold a hezaring with respect to the appli- 
cation herein. According ly, 


IT IS ORDERED, pursuant to Section 40(a) of the Act, 
that a hearing be held on the application under the 
applicable provisions of the Act and Rules of the 
Commission thereunder. 





‘in the Matter of InterCapital Liquid Asset Fund, Inc., 
et al. (Administrative Proceeding File No. 3-5431). See, 
Investment Company Act Rizlease No. 10201, April 12, 
1978. 
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It also appears to the Commission that this application 
and the applications under consideration in Inter- 
Capital Liquid Asset Fund, Inc,. et al., note 1 herein, \ 
involve common questions of law and fact. 
Accordingly, 


IT iS FURTHER ORDERED, pursuant to Rule 10 of the 
Commission’s Rules of Practice (17 CFR 201.10), that 
the hearing on this application be joined for hearing of 
all matters in issue with the hearing on /InterCapital 
Liquid Asset Fund, Inc., et al., and that such pro- 
ceedings be, and hereby are, consolidated. 


Any person other than the Applicant desiring to be 
heard or otherwise wishing to participate in this pro- 
ceeding is requested to file with the Secretary of the 
Commission his application pursuant to Rule 9(c) of 
the Commission’s Rules of Practice (17 CFR 201.9(c)), 
setting forth the nature and extent of his interest in the 
proceeding and any issues of law or fact which he 
desires to controvert or any additional issues which he 
deems raised by the application or by this Notice and 
Order. A copy of such request shall be served 
personally or by mail upon the Applicant at the address 
noted above, and proof of such service (by affidavit or, 
in the case of an aitorney-at-law, by certificate) shall 
be filed contemporaneously with the request. Persons 
filing an application to participate or be heard will 
receive notice of the date and place of the hearing and 
any adjournments thereof, as well as other actions of 
the Commission involving the subject matter of the 
proceeding. 


The Commission’s Division of Investment Management 
(“Division”) has advised the Commission that, based 
upon examination of the application, the following 
matters are presented for consideration, without pre- 
judice to the Division’s specifying additional matters 
and questions upon further examination: 


1. To what extent, if any, dilution of 
money market fund shareholders’ interests 
may occur by reason of use of amortized 
cost valuation; 


2. Under what circumstances and con- 
ditions, if any, is the requested exemption 
appropriate in the public interest and con- 
sistent with the protection of investors and 
the purposes fairly intended by the policy 
and provisions of the Act; and 


3. Under what circumstances and con- 
ditions, if any, should an order be issued 
granting Applicant’s request for an exemp- 
tion on a temporary basis. 


IT IS FURTHER ORDERED that at the aforesaid hearing 
attention also be given to the foregoing matters. 





IT IS FURTHER ORDERED that the Secretary of the 
Commission shall give notice of the aforesaid hearing 
by mailing a copy of this Notice and Order by certified 
mail to the Applicant; that notice to all other persons 
be given by publication of this Notice and Order in the 
“SEC Docket”; and that an announcement of the afore- 
said hearing shall be included in the “SEC News 
Digest.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10367 /August 18, 1978 


In the Matter of 


AMERICAN GENERAL CONVERTIBLE SECURITIES, 
INC., 


AMERICAN GENERAL CAPITAL MANAGEMENT, 
INC., 


AMERICAN GENERAL INSURANCE COMPANY 
2727 Allen Parkway 
Houston, Texas 77019 


(812-3186) 


NOTICE OF APPLICATION FOR AMENDMENT AND 
MODIFICATION OF AN ORDER PURSUANT TO 
SECTION 17(d) OF THE INVESTMENT COMPANY ACT 
OF 1940 AND RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that American General 
Insurance Company (“Insurance”), a company engaged 
through subsidiaries in the insurance and financial 
services business, American General Convertible 
Securities, Inc. (“Company”), a closed-end, diversified 
investment company, registered under the Investment 
Company Act of 1940 (‘‘Act”), and American General 
Capital Management, Inc. (“Capital’’), a wholly-owned 
subsidiary of Insurance serving as investment adviser 
to the Company (hereinafter collectively referred to as 
“Applicants”), filed an application on May. 3, 1978, and 
an amendment thereto on June 22, 1978, seeking the 
amendment and modification of an earlier order of the 
Commission, dated October 31, 1972, (“1972 Order”) 
which was issued pursuant to Section 17(d). of the 
Investment Company Act.of 1940 (“Act”), and Rule 
17d-1 thereunder. The 1972 Order authorizes Insurance 
and the Company to participate together in direct 


placements, subject to certain specified conditions. 
All interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


The investment objective of the Company is to produce 
current income and capital appreciation. Pursuant to 
its objective, the Company intends to invest at least 
80% of its total assets in securities which are conver- 
tible into common stock or have other equity features, 
such as securities with warrants. 


Included among the Company’s investment policies is 
the restriction that no more than 10% of its total assets 
may be invested in securities not readily marketable 
without registration or the filing of a notification under | 
the Securities Act of 1933. Direct placement invest- 
ment decisions are made for the Company by Capital, a 
subsidiary of Insurance. Insurance maintains an 
investment department which makes direct placement 
investment decisions for a number of its subsidiaries, 
other than Capital, located in the United States. 
(Insurance and the above subsidiaries are referred to 
collectively as the “AG Group”.) 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in pertinent part, 
that no affiliated person of any registered investment 
company and no affiliated person of such a person 
acting as principal, shall participate in, or effect any 
transaction in connection with any joint enterprise or 
other joint arrangement in which such registered 
company is a participant unless an application 
regarding such joint enterprise or arrangement has 
been filed with the Commission and has been granted 
by an order. A joint enterprise or other joint arrange- 
ment as used in this Rule is any written or oral plan, 
contract, authorization or arrangement, or any practice 
or understanding concerning an enterprise or under- 
taking whereby a registered investment company and 
any affiliated person of such registered investment 
company, or any affiliated person of such a person, 
have a joint or a joint and several participation, or share 
in the profits of such enterprise or undertaking. In 
passing upon such application, the Commission will 
consider whether the participation of such registered 
company in such joint enterprise or joint arrangement 
on the basis proposed is consistent with the pro- 
visions, policies and purposes of the Act, and the 
extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. 


Under Section 2(a)(3) of the Act, an investment adviser 
to an investment company is an affiliated person of 
such investment company, and anyone owning more 
than 5% of the adviser’s outstanding voting securities 
is an affiliated person of the adviser. Accordingly, 
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since Capital is the investment adviser to the Company 
and a wholly-owned subsidiary of Insurance, Insurance 
is an affiliated person of an affiliated person of the 
Company, and is therefore subject to the provisions of 
Section 17(d) of the Act and Rule 17d-1 thereunder. 


As noted above, on October 31, 1972, the Commission 
issued the 1972 Order (Investment Company Act 
Release No. 7463) pursuant to an application filed by 
Insurance and the Company under Section 17(d) of the 
Act and Rule 17d-1 thereunder, authorizing Insurance 
and the Company to invest concurrently in securities 
purchased at direct placement and to exercise 
warrants, conversion privileges and other rights at the 
same time and in the same amount, provided that 
seven conditions are met. One of these conditions 
specifically requires that Insurance offer the Company 
an opportunity to participate equally with Insurance in 
the acquisition of all securities which Insurance is pre- 
pared to purchase at direct placement. Further, the 
1972 Order requires that when the acquisition of such 
securities is consistent with the Company’s investment 
policies, the direct placements must be shared equally 
unless, in the opinion of a majority of Company’s 
directors who are not “interested persons” as defined 
in the Act, the Company has reached the above 10% 
limitation on direct placements, insufficient cash is 
available and sale of portfolio securities is inadvisable. 


Applicants contend that the literal language of the 1972 
Order requires the AG Group to offer to the Company 
the opportunity to participate in direct placements 
involving debt securities or preferred stock which are 
not accompanied by any conversion privileges, or even 
in common stock issued at direct placement. However, 
Applicants state that the board of directors of the 


Company has determined that the best interests of the: 


Company and its shareholders requires that the 
Company’s participation in direct placements be 
restricted in accordance with its primary investment 
program, j.e., be limited to convertible debt securities 
or other senior securities with equity features. 


Applicants therefore request that the 1972 Order be 
amended and modified by rescinding all conditions of 
such Order and, in lieu thereof, authorize the AG Group 
and the Company to participate in direct placements 
where the securities being issued are debt securities 
convertible by their terms into equity securities, pre- 
ferred stocks convertible by their terms into equity 
securities, debt securities with warrants to purchase 
equity securities attached, and debt securities and 
warrants entitling the purchaser to acquire common 
stock using the principal amount of the debt securities 
at face value to exercise the warrants (all of such 
securities hereinafter being referred to as “convertible 
securities”’). 


Applicants have agreed to the following conditions 
being included in the amended and modified order: 
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A. The AG Group will offer the Company an oppor- 
tunity to participate in all private placements to be 
purchased at direct placement by the AG Group, 
provided such direct placements involve solely 
convertible securities. The Company may choose to 
purchase up to 50% of any such securities to be 
purchased at direct placement by the AG Group. 


B. If it is determined that the Company will 
participate in the direct placement and share equally 
with the AG Group, the Company may purchase 
convertible securities of the same class of securities 
and at the same unit price as purchased by the AG 
Group without further order of the Commission. 


Cc. If it is determined that the Company will 
participate in the direct placement on a basis other 
than an equal basis with the AG Group, an application 
requesting specific permission for such unequal 
participation must be filed with, and an order per- 
mitting such participation entered by, the Commission 
pursuant to Section 17(d) of the Act and-Rule 17d-1 
thereunder. In the event the Commission order cannot 
be entered prior to the closing date for the acquisition 
of the direct placement, the AG Group will purchase 
the portion of the direct placement applicable to the 
Company and will thereafter promptly sell the 
Company’s portion to it at the price paid by the AG 
Group plus accrued interest or dividends received. 
Such sale will also be subject to an order of the 
Commission under Section 17(b) of the Act. However, 
the AG Group’s obligation to sell such securities to the 
Company will terminate within three (3) months of the 
closing date, unless such period is extended by agree- 
ment of the parties. 


D. If it is determined that the Company will not 
participate in a direct placement offered to it by the AG 
Group, such determination must be made by a com- 
mittee of the board of directors of the Company (the 
“Committee”), which committee shall consist of three 
such directors, at least two of whom must be persons 
who are not “interested persons” of the Company as 
defined in the Act. The decision not to participate in a 
direct placement and the reasons therefor will be 
recorded and become a part of the permanent records 
of the Company. 


E. The AG Group and the Company will provide five 
(5) days written notice (the “Notice”) to each other in 
the event either intends to exercise warrants, 
conversion privileges, other rights, or sell or otherwise 
dispose of any of the securities acquired at direct 
placement pursuant to the 1972 Order or the amended 
order of the Commission herein requested. The Notice 
will recite the reasons for such action, and offer the 
right to pro-rata participation. If it is determined that 
the Company will participate pro-rata with the AG 
Group in the disposition of the securities covered by 





the Notice, the Company shall so notify the AG Group 
within the five (5) day period covered by the Notice. If it 
is determined that the Company will take any course of 
action other than the action taken by the AG Group 
with respect to securities covered by the Notice, such 
determination must be made by the Committee, and 
the Company shall notify the AG Group of such 
determination within the five (5) day period covered by 
the Notice. The decision to take any course of action 
other than the action taken by the AG Group with 
respect to the securities covered by the Notice and the 
reasons for such decision will be recorded by the 
Notice and the reasons for such decision will be 
recorded and become a part of the permanent records 
of the Company. 


F. The expenses, if any, of the distribution of 
securities registered for sale under the Securities Act 
of 1933 and sold by the Company and the AG Group at 
the same time will be shared in proportion to the 
amount each is selling. 


Applicants represent that the foregoing conditions are 
consistent with the intentions of the Company and 
Insurance in applying for the 1972 Order and also 
consistent with the provisions, policies and purposes 
of the Act and Section 17(d) and Rule 17d-1 thereunder. 
Applicants state that the conditions proposed for 
inclusion in the amended order will give the Company 


the opportunity to acquire and dispose of direct place- 
ments of convertible securities on an equal basis with 
the AG Group. Furthermore, Applicants contend that 
the conditions proposed for inclusion in the amended 
order will give the Company the added opportunity to 
decline to follow the AG Group in either participating in 
or disposing of direct placements depending upon the 
best interests of the Company. Since any decision not 
to follow the AG Group will be recommended by an 
investment department consisting of persons different 
from those comprising the investment department for 
the AG Group, and further, since the final decision in 
such a matter will be required to be made by the 
Committee (consisting of directors of the Company, a 
majority of which committee members are not 
“interested persons” of the Company as defined in the 
Act), Applicants argue that there are ample safeguards 
to assure that any participation by the Company in 
such direct placements will not be on a basis less 
advantageous than that of the AG Group. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 11, 1978, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the application accompanied by a state- 
ment as to the nature of his interest, the reasons for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any. such communication should be 


addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address set forth above. Proof of 
such service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10368/August 18, 1978 


In the Matter of 


FLETCHER FUND, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(811-1422) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that Comstock Fund, Inc. 
(“Comstock”), an open-end, diversified management 
investment company registered under the Investment 
Company Act of 1940 (“Act”), filed an application on 
June 29, 1978, pursuant to Section 8(f) of the Act for an 
order of the Commission declaring that Fletcher Fund, 
Inc. (“Fletcher”), also registered under the Act as an 
open-end, diversified management investment com- 
pany, has ceased to be an investment company as 
defined in the Act. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 
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The application states that Fletcher, a Delaware corpo- 
ration, registered under the Act on August 29, 1966; 
and on that date it also filed a registration statement 
(File No. 2-25459) under the Securities Act of 1933 
covering 2,500,000 shares of its capital stock in 
connection with a proposed public offering of its 
shares. This registration statement was declared 
effective by the Commission on October 13, 1966, and 
Fletcher commenced a public offering of shares of its 
capital stock on that date. 


The application also states that on December 28, 1977, 
at a meeting of shareholders, holders of a majority of 
the issued and outstanding shares of capital stock of 
Fletcher approved an Agreement of Merger (“Merger”) 
which provided for the merger of Fletcher with and into 
Comstock, and the conversion of the outstanding 
shares of common stock of Fletcher into shares of 
common stock of Comstock. 


The application further states that the Merger was 
consummated on December 31, 1977, and that 
pursuant to the terms thereof the outstanding shares of 
Fletcher were converted into shares of Comstock. The 
number of Comstock shares issued to shareholders of 
Fletcher was determined on the basis of the relative net 
asset values per share of each of the companies 
computed as of the close of the New York Stock 
Exchange on the effective date of the Merger. 


The application finally states that a properly executed 
and acknowledged Certificate of Merger was filed with 
the Secretary of State of Delaware on December 30, 
1977, and in accordance with the provisions of the 
General Corporation Law of Delaware Fletcher’s 
corporate existence ceased at the close of business on 
December 31, 1977. On the effective date of the Merger 
title to and possession of all the property, assets, 
franchises and rights of Fletcher were transferred to 
Comstock, which assumed all of the debts, liabilities 
and obligations of Fletcher. Thus, Fletcher currently 
has no assets, no securityholders and no outstanding 
liabilities. In addition, Fletcher is not a party to any 
pending litigation or administrative proceedings. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment 
company has ceased to be an investment company it 
shall so declare by order, and upon the effectiveness of 
such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 11, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
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proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Fletcher at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10369/August 21, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5958/August 21, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10370/August 21, 1978 


In the Matter of 

NORTH RIVER SECURITIES CO., INC. 

595 Madison Avenue 

New York, New York 10022 

(812-4087) 

ORDER PURSUANT TO SECTION 6(c) OF THE ACT 


AMENDING ORDER PREVIOUSLY ISSUED PURSUANT 
TO SECTION 17(b) OF THE ACT 





North River Securities Co., Inc. (“Applicant”), a non- 
diversified, closed-end management investment 
company registered under the Investment Company 
Act of 1940 (the “Act”), filed an application on 
December 29, 1977, and amendments thereto on May 
22, 1978 and June 29, 1978, for an order pursuant to 
Section 6(c) of the Act that would amend an order 
previously issued, pursuant to Section 17(b) of the Act, 
on September 22, 1977 (investment Company Act 
Release No. 9941). The prior order exempted a pro- 
posed sale by Applicant of common stock of Plant 
Industries, Inc. (“Plant”), a portfolio affiliate of Appli- 
cant, to Hyman Katz, an affiliated person of Plant. The 
present application seeks to amend the prior order so 
as to apply a prepayment by Katz to the payment due 
one year after the closing date of the transaction rather 
than two years after the closing date. 


On July 20, 1978, a notice was issued (Investment 
Company Act Release No. 10332) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested amendment is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 


intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the order issued to North River Securities Co., 
Inc., on September 22, 1977 (Investment Company Act 
Release No. 9941), to the extent requested, be and 
hereby is, amended, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10371 /August 21, 1978 


In the Matter of 
ST. PAUL CAPITAL FUND, INC. 


ST. PAUL LIFE FUND, INC. 
and 


ST. PAUL ADVISERS, INC. 
10709 Wayzata Bivd. 

Box 1386 

Minneapolis, MN 55440 


(812-4339) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a)‘OF THE ACT 


NOTICE IS HEREBY GIVEN that St. Paul Capital Fund, 
Inc. (“Capital Fund”), St. Paul Life Fund, Inc. (“Life 
Fund”). and St. Paul Advisers, Inc. (“Advisers”) 
(collectively the “Applicants”) filed an application on 
July 31, 1978, pursuant to Section 17(b) of the Invest- 
ment Company Act of 1940 (the “Act”) for an order of 
the Commission exempting from the provisions of 
Section 17(a) of the Act a proposed sale of substan- 
tially all of the assets of Life Fund to Capital Fund and 
distribution of shares of Capital Fund to Life Fund 
shareholders. 


Both Applicant Funds are open-end, diversified, 
management investment companies registered under 
the Act. All interested persons are referred to the 
Application on file with the Commission for a state- 
ment of the representations contained therein which 
are summarized below. 


Capital Fund was incorporated in Minnesota in 1949, 
and on May 31, 1978, had 10,000,000 shares of 
authorized capital stock of which 4,896,454 shares 
were outstanding, and net assets of approximately 
$40.8 million. Life Fund is a Minnesota corporation 
organized in 1973. Until May 1, 1977, Life Fund was the 
only underlying funding medium for St. Paul Variable 
Funds A and B, separate accounts of St. Paul Life 
insurance Company, registered as unit investment 
trusts under the Act which issue registered variable 
annuity contracts. Since May 1, 1977, Capital Fund has 
been utilized as the underlying funding medium for 
new variable annuity contracts issued by St. Paul 
Variable Funds A and B. On May 31, 1978, Life Fund 
had 10,000,000 shares of authorized capital stock of 
which 79,906 shares were outstanding, and net assets 
of approximately $.9 million. 


Applicants state that Capital Fund currently offers its 
shares to the general public at net asset value per share 
plus a sales charge varying from 6% downward to 1% 
of the offering price. Advisers, a subsidiary of the St. 
Paul Companies, Inc., serve as the investment adviser 
to Capital Fund. Capital Fund pays an advisory fee to 
Advisers on an annual basis which is currently equal to 
.80 of 1% of the net assets of Capital Fund. 
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Applicants further state that in the past the shares of 
Life Fund have been offered only to .insurance 
companies, to separate accounts of insurance 
companies and to trustees or other managers of 
pension, profit-sharing, or similar plans (“Participating 
Companies”) at net asset value without a sales charge. 
However, since May 1, 1977, shares of Life Fund have 
not been made available for purchase, except for 
periodic payments made by persons who were holders 
of variable annuity contracts of St. Paul Variable 
Annuity Funds A and B prior to such date, and the 
reinvestment of dividends paid on such shares. 
Advisers is the investment adviser to Life Fund, and 
receives an advisory fee on an annual basis which is 
equal to .5 of 1% of the net assets of Life Fund. 


Applicants state that the Advisory Agreement between 
Advisers and Capital Fund provides that if the aggre- 
gate expenses of Capital Fund, exclusive of taxes, 
brokerage or interest on borrowings, exceed 1.5% of 
the average market value of the net assets for any full 
fiscal year of Capital Fund, Advisers wili refund to 
Capital Fund or bear the excess over 1.5%. This limi- 
tation is 1.5% on the first $30,000,000 of net assets 
and 1% of the balance. The Advisory Agreement with 
Life Fund contains the same limitation, and also 
contains a second limitation on certain expenses 
which requires Advisers to reimburse Life Fund if the 
total of the fees paid Advisers, custodial costs and 
costs of reports and proxy material sent to share- 
holders exceed .85 of 1% of the Fund’s average net 
assets. While the Advisory Agreements in effect 
between Life Fund and Advisers and Capital Fund and 
Advisers provide that such Funds are to bear the costs 
of proxy material and fees for independent accounting 
and legal services, Advisers and St. Paul Companies, 
Inc. have agreed to bear the expenses incurred in 
carrying out the Agreement and Plan of Reorganization 
(“Agreement”), including without limitation, the fees 
and expenses of counsel and accountants of Life Fund 
and Capital Fund, the costs or preparing and mailing 
proxy material, and the costs of registering shares of 
Capital Fund. 


Applicants state that while prior to May 1, 1977, shares 
of Life Fund were offered to Participating Companies, 
at the present time ali shares of Life Fund outstanding 
are owned of record by St. Paul Life Insurance Com- 
pany, which is the record owner of all Life Fund shares 
purchased for St. Paul Variable Annuity Funds A and 
B. It is anticipated that a special meeting of the share- 
holders of Life Fund will be held September 20, 1978, 
at which time the Life Fund shareholders will be given 
the opportunity to vote to approve or disapprove the 
proposed reorganization. As used herein, unless the 
context otherwise requires, “Life Fund shareholders” 
includes those who have the voting interest in the 
separate account (the contract owner, or, after the 
annuity commencement date, the person entitled to 
receive variable annuity payments). 
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Applicants further state that the members of the Board 
of Directors of Life Fund are identical to the members 
of the Board of Directors of Capital Fund. Capital 
Fund, Life Fund and Advisers propose to enter into an 
Agreement and Plan of Reorganization (the 
“Agreement’’) contemplating: (a) the sale of 
substantially all of the assets of Life Fund to Capital 
Fund in exchange for shares of Capital Fund; (b) the 
dissolution of Life Fund and distribution of shares of 
Capital Fund to Life Fund shareholders; and (c) the 
termination of Life Fund’s registration under the Act. 


In essence, if the Agreement is consummated, share- 
holders of Life Fund will be treated as having elected to 
redeem their shares of Life Fund and reinvest the 
proceeds at no sales charge into shares of Capital 
Fund. The Agreement contains, among other pro- 
visions, several conditions precedent to the consum- 
mation of the transaction, including: (a) the truth as of 
the closing date of the representations and warranties 
of the parties to the Agreement; (b) approval of the 
Agreement by two-thirds of the outstanding shares of 
Life Fund; (c) receipt by Capital Fund and Life Fund of 
opinions of counsel with respect to certain matters, 
including an opinion that the reorganization contem- 
plated by the Agreement will be a tax-free reorgani- 
zation pursuant to Section 368 of the Internal Revenue 
Code of 1954, as amended; and (d) the parties to the 
Agreement, prior to the closing date, shall have 
received all necessary orders, approvals, registrations, 
or exemptions from the Commission or state securities 
commissions so that the reorganization contemplated 
by the Agreement is not violative of the Act, the 
Securities Act of 1933, state securities laws, and the 
rules and regulations under such federal and state 
laws. 


Applicants state that prior to the closing date of the 
Agreement, Capital Fund will declare and distribute to 
its shareholders a dividend consisting of substantially 
all of its distributable net investment income. 


The Boards of Directors of Life Fund and Capital Fund 
have determined not to make any adjustment to the 
number of shares of Capital Fund to be issued in the 
reorganization to compensate for any potential Federal 
income tax impact which may result from differences 
in carryforwards or unrealized gains or losses because 
there is no assurance ‘that capital gains will ever be 
realized against which the carryforwards could be off- 
set. 


At ajoint Board of Directors meeting on June 14, 1978, 
the Board of Directors of Capital Fund and Life Fund 
approved the proposed reorganization, subject to the 
approval of the affirmative vote of the holders of two- 
thirds of the outstanding shares of Life Fund. The 
Board of Directors of Life Fund adopted a resolution 





recommending to the shareholders of Life Fund that 
Life Fund enter into the Agreement. 


Applicants state that the respective investment 
restrictions of the Applicant Funds are similar in all 
material respects, although not identical, and the 
current investment policies, objectives and restrictions 
of Capital Fund will continue in effect after the 
reorganization. 


Applicants state their expectation that after the pro- 
posed reorganization no more than $110,000 of the 
portfolio securities currently owned by Life Fund will 
be sold by Capital Fund by virtue of such reorgani- 
zation, and that the brokerage commissions on the sale 
of such securities will not exceed $400. Thus, the 
additional brokerage expenses incurred by Capital 
Fund because of the proposed reorganization will have 
an insignificant effect on Capital Fund’s net asset 
value. 


Section 17 


Section 17(a) of the Act provides in pertinent part that 
it shall be unlawful for any affiliated person of a regis- 
tered investment company or any affiliated person of 
such a person acting as principal, knowingly to sell to 
or purchase from such investment company any 
security or other property. 


Advisers is the investment adviser to both Capital Fund 
and Life Fund, and the directors of Capital Fund and 
Life Fund are identical. Therefore, Capital Fund and 
Life Fund may be deemed to be “affiliated persons” of 
each other under Section 2(a)(3) of the Act or affiliated 
persons of affiliated persons of each other, so that 
Section 17(a) would apply to the proposed reorgani- 
zation. 


Section 17(b) of the Act essentially provides that the 
Commission, upon application, shall exempt from the 
provisions of Section 17(a) a proposed transaction if 
evidence establishes that the terms of the proposed 
transaction, including the consideration to be paid or 
received, are fair and reasonable and do not involve any 
overreaching on the part of any person concerned and 
that the proposed transaction is consistent with the 
policy of each registered investment company 
concerned and with the general purposes of the Act. 


Applicants assert that the terms of the proposed 
reorganization are reasonable and fair and do not 
involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policies of Capital Fund and Life 
Fund and with the general purposes of the Act. Appli- 
cants stress that the affirmative vote of the holders of 
two-thirds of the outstanding shares of Life Fund is 
required for the approval of the proposed reorgani- 


zation and that shares of Life Fund will be exchanged 
for shares of Capital Fund on the basis of their 
respective net asset values. 


In the opinion of counsel for the Funds, the closing of 
the reorganization will be a tax-free reorganization 
pursuant to Section 368 of the Internal Revenue Code; 
no gain or loss or taxable income will be recognized by 
either Life Fund or Capital Fund or by shareholders of 
either as a result of the reorganization. 


Applicants estimate that the cost of the proposed 
reorganization will be approximately $13,000. Pursuant 
to the Agreement, the expenses of Life Fund and 
Capital Fund in carrying out the Agreement, including 
without limitation, the fees and expenses of their 
counsel and accountants, the costs of preparing and 
mailing proxy materials and the costs of registering 
shares of Capital Fund, will be borne by Advisers or by 
St. Paul Companies, Inc. 


Furthermore, Applicants contend that Life Fund share- 
holders will benefit from the reorganization because: 
(a) Capital Fund’s ratio of expenses to net assets is 
substantially lower than Life Fund’s; (b) Capital Fund’s 
greater size permits greater diversification of its port- 
folio investments; and (c) Life Fund shareholders will 
have the opportunity to continue to draw on the 
experience and ability of Advisers, the investment 
adviser of five other investment companies with total 
net assets of approximately $185,000,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 18, 1978, at 5:30 
p.m., submit to the Commission is writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his request, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicants at the address above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. An order disposing of the matter will be 
issued as of course following September 18, 1978, 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10372/August 22, 1978 


In the Matter of 
METROPOLITAN LIFE INSURANCE COMPANY 
and 


METROPOLITAN VARIABLE ACCOUNT B OF 
METROPOLITAN LIFE INSURANCE COMPANY 

1 Madison Avenue 

New York, NY 10010 


(812-4326) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT AND PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTING EXEMPTION 
FROM SECTIONS 22(d) AND 27(a)(3) OF THE ACT 


On July 25, 1978, notice was given (investment 
Company Act Release No. 10339) that Metropolitan 
Life Insurance Company (“Metropolitan”), a New York 
mutual life insurance company, and Metropolitan 
Variable Account B of Metropolitan Life Insurance 
Company (“Account B”), a separate account of Metro- 
politan registered as an open-end management invest- 
ment company under the Investment Company Act of 
1940 (‘‘Act”), hereinafter collectively referred to as 
“Applicants”, filed an application on June 10, 1978, 
and an amendment thereto on July 14, 1978, for an 
order pursuant to Section 17(b) of the Act exempting a 
proposed transaction from the provisions of Section 
17(a) of the Act and for an order pursuant to Section 
6(c) granting exemption from the provisions of 
Sections 22(d) and 27(a)(3) of the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of 
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any person concerned and the proposed transaction is 
consistent with the policy of Account B and the general 
purposes of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction of transfer of assets to 
Account B be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act, effective forth- 
with, and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from the 
provisions of Sections 22(d) and 27(a)(3), to the extent 
requested be, and hereby is; granted, effective forth- 
with. , 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 19373/August 22, 1978 


In the Matter of 


STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 

440 Lincoln Street 

Worchester, Massachusetts 01605 


(812-4325) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER PERMITTING PRO- 
POSED TRANSACTION 


State Mutual Life Assurance Company of America 
(‘Insurance Company’), a mutual life insurance 
company organized under the laws of Massachusetts 
and the adviser to State Mutual Securities, Inc. 
(“Fund”), aclosed-end investment company registered 
under the Investment Company Act of 1940 (“Act”), 
filed an application on June 9, 1978, and an amend- 
ment thereto on July 25, 1978, for an order, pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, 
permitting the Insurance Company to acquire 
$2,000,000 of 9 3/8% Senior Notes of The William C. 
Carter Company (“Carter”) without the Fund also 
acquiring such notes. 


On July 28, 1978, a notice was issued (investment 
Company Act Release No. 10344) of the filing of said 





application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found, on the 
basis of the information stated in the application, that 
the proposed acquisition by the Insurance Company 
without the Fund’s participation is consistent with the 
provisions, policies and purposes of the Act, and is not 
disadvantageous to the Fund. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application to 
permit the proposed transaction be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10374/August 23, 1978 


In the Matter of 


NATIONAL CORPORATE TRUST. FIRST SERIES AND 
PREFERRED STOCK SERIES AND SIMILAR AND 
SUBSEQUENT SERIES 


c!o THOMSON McKINNON SECURITIES. INC: 
One New York Plaza 
New York, New York 10004 


(812-4312) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTIONS 14(a) AND 22(d) OF THE ACT AND RULES 
19b-1 AND 22c-1 THEREUNDER 


On July 25, 1978, a notice was issued (Investment 
Company Act Release No. 10337) of an application 
filed on May 17, 1978, by National Corporate Trust, 
First Series and Preferred Stock Series and Similar and 
Subsequent Series (“Applicant”), a unit investment 
trust registered under the Investment Company Act of 
1940 (the “Act’’), pursuant to Section 6(c) of the Act for 
an order exempting Applicant from the provisions of 


Sections 14(a) and 22(d) of the Act and Rules 19b-1 and 
22c-1 under the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 


has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended. by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 14(a) and 22(d) of the Act and Rules 19b-1 
and 22c-1 under the Act, to the extent requested, be, 
and hereby is granted, effective forthwith. 


For the Commission, by the Divison of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10375/August 23, 1978 


In the Matter of 


ELFUN TRUSTS 
112 Prospect Street 
Stamford, Connecticut 06904 


(813-45) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
OF EXEMPTION PURSUANT TO SECTION 6(b) OF THE 
ACT AS AN EMPLOYEESS’ SECURITIES COMPANY. 


NOTICE IS HEREBY GIVEN that Elfun Trusts (“Fund”), 
which is registered under the Investment Company Act 
of 1940, as amended (“Act”), as a diversified, open-end 
management investment company, filed an application 
on April 5, 1978, and an amendment thereto on July 28, 
1978, pursuant to Section 6(b) of the Act for an order of 
the Commission exempting the Fund from the share- 
holder voting requirements of Section 15(a) of the Act 
and the Rules and Regulations thereunder. All inter- 
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ested persons are referred to the application on file 
with the Commission for a statement of the répresen- 
tations contained therein, which are summarized 
below. 


The Fund is acommon law trust created pursuant to an 
agreement among the Fund’s Trustees which was 
originally dated May 27, 1935, and amended and 
restated as of June 18, 1974. It is organized to meet the 
requirements of an employees’ securities company 
within the meaning of Section 2(a)(13) of the Act. The 
Fund registered under the Act on August 17, 1943. It 
also filed a registration statement under the Securities 
Act of 1933 in connection with a proposed public 
offering of Fund Units. This registration statement was 
declared effective by the Commission and the Fund 
commenced a public offering of Units of beneficial 
interest. The Commission has previously granted by an 
order dated December 2, 1943 (investment Company 
Act Release No. 584) the Fund exemptions from the 
provisions of Sections 8(b), 16(b), 20(a), 22(f), 30(b)(1), 
and 32(a) of the Act, pursuant to Section 6(b) of the 
Act. 


The investment objective of the Fund is the production 
of long-term growth of capital and future income rather 
than production of current income. The Fund does not 
issue shares of stock. Ownership is denominated by 
Units which are evidenced by certificates or shown as 
Bookunits in statements of Account. All Units are of 
one class and are equal to each other without prefer- 
ence or priority of one over the other. Unitholders have 
no voting rights except with respect to matters 
affecting the Unitholders’ right of revocation or other 
substantial rights, and with respect to changes in the 
Fund’s fundamental policies. They are not entitled to 
elect members of the Fund’s Board of Trustees. Each 
Unit entitles the holder thereof to one vote. There are 
no preemptive, subscription or conversion rights. 


Fund Units are offered for sale only to regular and 
senior members of the Elfun Society (“Elfun”). The 
Fund continuously offers its Units at net asset value 
without a sales charge per Unit, determined as of the 
next closing of the New York Stock Exchange after a 
subscription is received by the Unitholder Servicing 
Agent (Elfun Trusts). Fund Unitholders exercising their 
right to revoke their purchase of Fund Units may do so 
by completing a revocation form. A fee of 1% of the 
value of Fund Units revoked. is charged to effect a 
revocation transaction. Regular members of Elfun are 
selected from active employees of General Electric 
Company (“General Electric”) and/or its subsidiaries 
or controlled companies. Senior members are former 
regular members who have retired from those 
companies. Purchases of Fund Units may also be 
made by the spouse and adult children of eligible living 
Elfun members or by the unremarried surviving spouse 
of a former Elfun member, and by the Trustees of 
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certain profit-sharing trusts hereafter created by 
General Electric. 


Since the time the Fund started operations it has been 
provided with investment management services either 
directly by the Trustees or pursuant to a contract with 
an internal operation of General Electric. At present the 
Trustees have entered into an agreement dated as of 
May 16, 1977, for investment advice and management 
services with General Electric Investment Corporation 
(“GEIC”), a wholly-owned subsidiary of General Elec- 
tric whose registration as an investment adviser under 
the Investment Advisers Act of 1940 became effective 
on May 16, 1977. GEIC succeeded to the work formerly 
performed by General Electric Trust Investment Oper- 
ation (“TIO”). Under the terms of its agreement with 
the Fund, GEIC recommends to the Trustees 
individuals to fill the position of manager and secretary 
to the Fund; manages the assets of the Fund in 
conformity with investment policies established by the 
Trustees and subject to the general guidance of and 
review by the Trustees; discharges the financial obli- 
gations of the Fund by paying from Fund assets items 
such as taxes, brokers’ commissions, and services of 
professionals; prepares and distributes reports to Unit- 
holders; and provides the Trustees with such reports 
relating to GEIC’s performance of services as the 
Trustees may reasonably request. The GEIC Agreement 
may be terminated at any time by either party to it by 
giving sixty days’ written notice to the other party; it is 
not assignable; and it shall terminate automatically in 
the event of its assignment by GEIC. GEIC is re- 
imbursed the reasonable costs it incurs in providing 
the services specified in this agreement. However, 
such reimbursement does not include any element of 
profit to GEIC. 


The application states that a change in GEIC and its 
predecessor TIO’s basis of compensation for certain 
clients unrelated to the Fund may have resulted in 
GEIC being deemed an investment adviser of an invest- 
ment company as that term is defined in Section 
2(a)(20) of the Act, thereby requiring the Fund’s 
contract with GEIC to be submitted for approval by the 
Fund’s Unitholders under the provisions of Section 
15(a) of the Act. In order to be relieved from the 
expense and burden of complying with the shareholder 
voting provisions of Section 15(a) the Fund has 
requested that the Commission add Section 15(a) to 
the list of provisions of Act from which it is exempt, 
pursuant to Section 6(b) of the Act. 


The application contends that the Fund meets the defi- 
nition of an “employees’ securities company” con- 
tained in Section 2(a)(13) of the Act and should, as 
such, be exempted by the Commission pursuant to 
Section 6(b) of the Act. Section 2(a)(13) of the Act pro- 
vides that “Employees’ securities company” means any 
investment company or similar issuer all of the out- 





standing securities of which (other than short-term 
paper) are beneficially owned (A) by the employees or 
persons on retainer of a single employer or of two or 
more employers each of which is an affiliated company 
of the other, (B) by former employees of such employer 
or employers, (C) by members of the immediate family 
of such employees, person on retainer, or forimer 
employees, (D) by any two or more of the foregoing 
classes of persons, or (E) by such employer or 
employers together with any one or more of the fore- 
going classes of persons.” 


Section 6(b) of the Act provides that “Upon application 
by any employees’ security company, the Commission 
shall by order exempt such company from the pro- 
visions of the Act and of the rules and regulations here- 
under, if and to the extent that such exemption is con- 
sistent with the protection of investors. In determining 
the provisions to which such an order shall apply, the 
Commission shall give due weight, among other 
things, to the form of organization and the capital 
structure of such company, the persons by whom its 
voting securities, evidences of indebtedness, and other 
securities are owned and controlled, the prices at 
which securities issued by such company are sold and 
the sales load thereon, the disposition of the proceeds 
of such sales, the character of the securities in which 
such proceeds are invested, and any relationship 
between such company and the issuer of any such 
security.” Pursuant to the provisions of Rule 6b-1 
under the Act upon filing its application, the Fund 
became exempt from the provisions of Section 15(a) of 
the Act and the Rules and Regulations promulgated 
thereunder pending final determination of this appli- 
cation by the Commission. 


In support of the requested exemption from the share- 
holder voting provisions of Section 15(a) of the Act the 
application states that granting of this exemption 
would be consistent with the long operating history of 
the Fund. The Fund argues that given the fact that 
since the Fund’s inception in 1935 it has not been 
necessary for the Fund to submit any advisory agree- 
ments to a vote of the Unithoiders, a mere change in 
the method by which GEIC bills certain of its clients 
unrelated to the Fund, which has no effect on the ser- 
vices which GEIC provides the Fund, should not result 
in the Fund having to bear the expense and burden of 
submitting the GEIC contract to a vote of the Unit- 
holders. The application also contends that an 
adequate forum for voicing dissatisfaction by the Unit- 
holders with GEIC already exists. The Fund points out 
that through meetings of the various chapters of Elfun 
Unitholders are able to communicate their feelings 
about the cost and quality of advisory services being 
provided to the Fund, and, thus, it is unlikely that sub- 
mission of the GEIC contract to a vote of the Unit- 
holders would provide the Unitholders with any greater 
protection. The application further contends that 


adequate safeguards already exist to insure that Unit- 
holders are treated fairly. The Fund points to the fact 
that both the Fund and GEIC are subject to internal and 
external audits each year, and the fact that the Fund’s 
trustees review the performance of GEIC on a 
continuing basis as support for this contention. The 
Fund also argues that since it is an employees’ 
securities company offered to certain present and past 
employees of General Electric both General Electric 
and GEIC have a strong interest in seeing to it that the 
Fund is given high quality advisory services at reason- 
able costs and that the interests of the Unitholders are 
adequately protected. 


The application declares that the exemption it has 
requested from the shareholder voting provisions of 
Section 15(a) of the Act and the Rules and Regulations 
promulgated thereunder, is consistent with the pro- 
tection of investors. The application in this regard 
points out that Elfun Tax-Exempt Income Fund and 
other employee securities companies associated with 
General Electric in the past have received orders of the 
Commission pursuant to Section 6(b) exempting them 
from the shareholder voting provisions of Section 15(a) 
of the Act and the Rules and Regulations promulgated 
thereunder. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 18, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10376/August 24, 1978 


In the Matter of 

MASSACHUSETTS FINANCIAL BOND FUND, INC. 
MASSACHUSETTS CASH MANAGEMENT TRUST 
MFS MANAGED MUNICIPAL BOND TRUST 
MASSACHUSETTS FINANCIAL HIGH INCOME TRUST 


MASSACHUSETTS FINANCIAL SERVICES COMPANY 
200 Berkely Street 
Boston, Massachusetts 02116 


and 
BRUCE S. OLD 


ARTHUR D. LITTLE, INC. 
Acorn Park 
Cambridge, Massachusetts 02140 


(812-4268) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) OF 
THE ACT 


On July 28, 1978, notice was given (investment 
Company Act Release No. 10345) on an application 
filed on February 1, 1978, and amended on July 27, 
1978, by Massachusetts Financial Bond Fund, Inc., 
Massachusetts Cash Management Trust, MFS 
Managed Municipal Bond Trust, and Massachusetts 
Financial High Income Trust (collectively, the 
“Funds”), Massachusetts Financial Services Company 
(“MFS”), and Bruce S. Old (“Old”), for an order pur- 
suant to Section 6(c) of the Investment Company Act of 
1940 (the “Act”) declaring that Old shall not be deemed 
to be an interested person, within the meaning of 
Section 2(a)(19) of the Act, of the Funds or of MFS, by 
reason of his status as an officer and shareholder of 
Arthur D. Little, Inc. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 
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IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 
2(a)(19) of the Act be, and hereby is, granted, effective { 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10377 /August 24, 1978 


In the Matter of 


INCOME TRUST FOR U.S. GOVERNMENT GUARAN- 
TEED SECURITIES 

Suite 204, Webster Building 

Concord Plaza 

3411 Silverside Road 

Wilmington, Delaware 19810 


(812-4309) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT. 


On July 31, 1978, notice was issued (Investment Com- 
pany Act Release No. 10347) of the filing of an appli- 
cation on May 10, 1978, and amendments thereto on 
July 7, July 25, July 27 and July 28, 1978, by Income 
Trust For U.S. Government Guaranteed Securities 
(“Applicant”), a diversified, open-end management 
investment company registered under the Investment 
Company Act of 1940 (the “Act”), for an order pursuant 
to Section 6(c) of the Act granting an exemption from 
theyprovisions of Section 22(d) of the Act with respect 
to proposed sales of Applicant’s shares at net asset 
value without sales charge to participants in a pro- 
posed distribution reinvestment program. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 





IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 22(d) 
of the Act, to the extent requested, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 637/August 21, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5958/August 21, 1978 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 638/August 21, 1978 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15080/August 21, 1978 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 639/August 23, 1978 


In the Matter of 
HAYDOCK LAND & LIVESTOCK COMPANY 
ROGER H. HALLOWELL 


Admin. Proc. File No. 3-5317 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these investment adviser proceedings under the 
Investment Advisers Act, Roger H. Hallowell 
(“Hallowell”) president of Haydock Land & Livestock 


Company (“Registrant”)', has submitted an offer of 
settlement, without admitting or denying the 
allegations in the order for proceedings, which the 
Commission has determined to accept. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that Hallowell and Registrant 
violated Sections 5(a), 5(c) and 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder, and 
Sections 203(a), 204 and 206(1) and 206(2) of the 
Investment Advisers Act of 1940 and Rules 204-2(a)(1), 
204-2(a)(2), 204-2(a)(3), 204-2(a)(4) and 204-2(a)(5) 
thereunder. 


ACCORDINGLY, IT IS ORDERED THAT: 


1. Respondent Hallowell be, and hereby, is barred 
from association with any investment adviser; pro- 
vided, however, that Hallowell, after a period of two 
years may make application to the Commission to 
become associated with an investment adviser in the 
capacity of a supervised employee in a non-supervisory 
position upon a prior showing of adequate supervision. 


2. The registration of Haydock Land & Livestock 
Company as an investment adviser having been with- 
drawn, effective August 11, 1975, the proceedings 
against Haydock Land & Livestock Company be and 
hereby are, dismissed. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





LITIGATION 





Litigation Release No. 8510/August 18, 1978 


SECURITIES AND EXCHANGE COMMISSION V. 
BEATRICE FOODS CO. CIV. NO. 78-C-3293 (N.D. Ill.) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of ihe Securities and Exchange 
Commission, announced that on August 17, 1978, a 
Complaint was filed in the Northern District of Illinois 





1Registrant, which became registered as an investment 
adviser on July 2, 1973 (File no. 801-9377), sub- 
sequently withdrew its registration, such withdrawal 
becoming effective August 11, 1975. 
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against Beatrice Foods Co. (“Beatrice”). Contempo- 
raneously, a Consent Judgment of Permanent 
Injunction was entered against Beatrice, enjoining that 
company from violations of Sections 13(a) and 14(a) of 
the Securities Exchange Act of 1934 and Rules 12b-20, 
13a-1, 13a-11 and 14a-9 thereunder. Beatrice consented 
to the entry of the injunction without admitting or 
denying the allegations of the Commission’s 
Complaint. 


in the Commission’s Complaint, Beatrice was charged 
with violating the reporting and proxy provisions of the 
Securities Exchange Act of 1934 in connection with its 
payment of discounts or rebates to its domestic dairy 
customers in possible violation of state minimum 
pricing or milk marketing laws. The Complaint alleged 
that during the period from 1971 through 1976, pay- 
ments totaling in excess of $11.7 million were 
accounted for falsely and improperly on Beatrice’s 
books and records or passed through unrecorded bank 
accounts. 


The Complaint further alleged that in connection with 
its conduct, Beatrice and others established and main- 
tained at least ten (10) bank accounts which were not 
recorded on Beatrice’s books and records. These 
unrecorded bank accounts were funded by charges on 
the books of various dairy plants of Beatrice to 
accounts (for example, administrative expense 
accounts) which did not reflect that these funds were 
being used for the payment of rebates and discounts to 
Beatrice’s dairy customers. 


The Complaint also alleges that at various times the 
existence of certain of these unrecorded accounts 
came to the attention of Beatrice’s internal audit staff, 
and on those occasions, references to these accounts 
were omitted from the internal audit reports which the 
internal auditors prepared. In addition, the Complaint 
alleges that on the one occasion when the existence of 
an unrecorded bank account was discovered by Beat- 
rice’s public accounting firm, the discovery of this 
account was not disclosed in the audit report which 
was prepared following this discovery. 


The Commission’s Complaint also alleges from the 
period from about 1962 until about 1976, Beatrice and 
others engaged in a course of conduct designed to 
allow Beatrice to make loans to certain of its dairy 
customers in one state. As a part of this conduct, the 
Complaint alleges that Beatrice transferred funds to 
Lakeshore Holding Ltd., a Canadian Corporation which 
owned Summit Finance Company, a firm which was 
engaged in the business of making loans to, among 
others, certain of Beatrice’s dairy customers. 


Finally, the Complaint alleges that from at least 1964, 
and in certain instances, continuing to at least 1977, 
Beatrice and others engaged in certain transactions in 
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connection with Beatrice’s foreign operations. The 
complaint alleges, that these transactions, which were 
discovered by Beatrice and investigated by Beatrice’s 
Special Review Committee, were apparantly engaged ~ 
in to allow Beatrice or its customers to evade the laws 
of certain foreign countries. 





Litigation Release No. 8511/August 21, 1978 


SEC v. ASSOCIATED MINERALS, INC. ET AL (E.D. 
Mich., S. Div., Civil Action No. 77-0986) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on August 11, 1978, 
Judge John Feikens of the U.S. District Court for the 
Eastern District of Michigan, Southern Division, 
entered a judgment of permanent injunction, by 
consent, against Charles R. Allen of Parkersburg, West 
Virginia, enjoining him from violating the securities 
registration and anti-fraud provisions of the federal 
securities laws. 


The defendant consented to the entry of the Court’s 
Final Judgment without admitting or denying the 
allegations contained in the Commission’s Complaint. 
Additionally, the Court ordered that Charles R. Allen 
disgorge a total of $15,000 payable on or before August 
11, 1983 into its Registry Fund, to be disbursea 
pursuant to a plan to be submitted to the Court by the 
Commission. 


For further information see Litigation Release Nos. 
7909 and 7952. 





Litigation Release No., 8512/August 21, 1978 


U.S v. HAROLD E. PRAY (M.D. Pa., Criminal Action 
No. 78-20) 


Paul F. Leonard, Administrator, and Thomas H. Mona- 
han, Assistant Regional Administrator (Phila- 
delphia), of the Washington Regional Office of the 
Securities and Exchange Commission, and S. John 
Cotione, United States Attorney for the Middle District 
of Pennsylvania, announced that on July 31, 1978, the 
Honorable Malcolm Muir, U.S. District Court Judge, 
sentenced Harold E. Pray of Lewisburg, Pennsylvania, 
to eighteen months incarceration in connection with 
his plea of guilty to one count of an indictment 
charging violation of Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder. 


Pray had been charged in a fourteen-count indictment 
returned by a grand jury sitting in Williamsport, 





Pennsylvania, with converting money and securities of 
customers of Harold E. Pray Investment Securities, a 
now defunct broker-dealer of which Pray was the 
managing partner. 


On June 8, 1978, during the second day of trial, Pray 
pleaded guilty to the first count of the indictment 
charging him with converting $25,000, which had been 
entrusted to him by a customer for the purpose of pur- 
chasing mutual funds. The twelve remaining counts of 
the indictment were dismissed after the entry of the 
guilty plea. One count of the indictment previously had 
been dismissed by the court as a result of Pray’s pre- 
trial motions. 


The criminal action was the result of a joint investi- 
gation by the FBI and the SEC. 


Pray is scheduled to begin serving his sentence on 
August 14, 1978. 





Litigation Release No. 8513/August 22, 1978 


SEC v. ARNOLD & CO., INC., ET AL. (Civil Action File 
No. 78-1613 (D.N.J.) 


William D. Moran, Regional Administrator of the New 
York Regional Office, announced that on July 18, 1978, 
the Securities and Exchange Commission (“Com- 


mission”), filed an action in the United States District 
Court for the District of New Jersey seeking: 


(1) a temporary restraining order (“TRO”) 
and permanent injunctions restraining and 
enjoining Arnold & Co., Inc. (“Registrant”), 
a registered broker-dealer, from violating, 
and Richard J. Arnold, (“R. Arnold”), its 
president, and Jean Godley Arnold, (‘J. 
Arnold”), its secretary, from aiding and 
abetting violations of, Sections 15(c)(3) and 
17(a) of the Securities Exchange Act of 
1934, and Rules 15c3-1 (net capital), 17a-3 
(bookkeeping), and 17a-11 (supplemental 
reporting) thereunder; 


(2) the appointment of a temporary 
receiver for Registrant; and 


(3) a freeze on Registrant’s assets and the 
assets of R. Arnold and J. Arnold (except 
for ordinary living expenses). 


Prior to the filing of the Commission’s complaint, the 
Prosecutor of Somerset County, New Jersey, had 
arrested R. Arnold on Charges of embezzling funds 
from J-M Employees Federal Credit Union (“J-M”); R. 
Arnold was arraigned on July 13, 1978 before Somer- 


ville Municipal Court Judge William T. Kelleher and 
released on bail on July 18, 1978. 


The Commission’s application alleged that Registrant 
had a net capital deficiency of $2,641,006 arising from 
Registrant’s transactions with J-M. 


On July 18, 1978, the Honorable George H. Barlow, 
U.S. District Judge, issued a TRO, which included a 
freeze on the assets of Registrant, R. Arnold and J. 
Arnold, pursuant to the Commission’s application. A 
hearing was scheduled for July 25, 1978 on the 
Commission’s application for a preliminary injunction. 





ACCOUNTING SERIES 





ACCOUNTING SERIES 
Release No. 252/August 24, 1978 


In the Matter of 
DONALD R. FORD 


ORDER ACCEPTING RESIGNATION FROM COM- 
MISSION PRACTICE AS AN ACCOUNTANT 


On December 8, 1977, the Commission instituted a 
civil injunctive action against Donald R. Ford (“Ford”) 
and others (SEC v. Donald R. Ford et al., 77-4586, 
United States District Court, Central District of Cali- 
fornia) in which the Commission charged, among other 
things, that Ford had violated directly and indirectly 
the federal securities laws in connection with the pre- 
paration of the financial statements for Cal-Am 
Corporation (“Cal-Am”) for the years ended March 31, 
1975 and March 31, 1976. The complaint in the 
injunctive action alleged that Ford issued an unquali- 
fied report on Cal-Am’s fiscal 1975 and 1976 financial 
statements which were false and misleading and were 
not prepared in accordance with generally accepted 
accounting principles. In particular the complaint 
alleges that: 


(1) material amounts of income were 
recognized from undisclosed related party 
transactions; 


(2) significant accounting policies fol- 
lowed by Cal-Am, including use of cash 
basis accounting were not disclosed; 

(3) the financial statements incorporated a 
material prior period adjustment without 
proper accounting or disclosure; 


(4) the financial statements improperly 
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reported material amounts of partnership 
losses for 1975 and 1976; 


(5) the financial statements failed to- 
reflect all material transactions; and 


(6) the financial statements failed to dis- 
close major contingent liabilities. 


The Complaint further alleges that Ford was not 
independent and that his audit was not conducted in 
accordance with generally accepted auditing stan- 
dards. 


On December 8, 1977, without admitting or denying the 
allegations contained in the Commission’s Complaint, 
Ford consented to the entry of a Permanent Injunction 
enjoining him from further violations of Section 10(b) 
of the Securities Exchange Act of 1934, as amended, 
and Rule 10b-5 promulgated thereunder. 


Having been advised that the Commission was 
contemplating the institution of administrative 
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proceedings, pursuant to Rule 2(e) of its Rules of 
Practice, to determine whether he should be tempo- 
rarily or permanently denied the privilege of appearing 
or practicing before the Commission as an accountant, 
Ford agreed to resign from practice as an accountant. 
Ford’s resignation was made with the understanding 
that no administrative action under Rule 2(e) would be 
brought against him. 


After due consideration, and upon the recommenda- 
tion of its staff, the Commission has determined to 
accept Ford’s permanent resignation from Commission 
as an accountant. 


Accordingly, IT 1S ORDERED that Donald R. Ford’s 
resignation from appearance and practice before the 
Commission be and it is hereby accepted. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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